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Hongkong’s Importance as Far East’s Prineipal Entrepot 


_ By the Hon. P. S. CASSIDY, 
Chairman, Hongkong General Chamber 
_, of Commerce 

The British Industries Fair affords 
an excellent opportunity of bringing 
the merchants and manufacturers of 
Hongkong into touch with their op- 
posite numbers at home. Last year 
there was a Hongkong section at the 
Fair, but owing to short notice little 
could be done except to arrange for a 
limited display of Hongkong manufac- 
tures. This year preparations began in 
ample time, and stimulated by a Com- 
mittee headed by the Director of the 
Colony’s Department of Commerce and 
Industry,* with representatives from 
commercial sand industrial organiza- 
tions, considerable support has been 
forthcoming. It is hoped that visitors 
te the Fair will be attracted by the 
variety of local manufactures which 
now find their way to the principal 
markets of the world. For a visitor 
who is an exporter himself, the Hong- 
kong stall will provide him with the 
information he requires as te the pros- 
pects of his particular lines. 

There will be a series of panels dis- 
played by the leading mercantile firms 
giving a short description of what they 
handle and a list of the agencies they 
hold. The Secretary of the Chamber 
is being specially sent to the Fair in 
order to assist those seeking advice re- 
garding Hongkong as a base for busi- 
ness operations, and the representative 
of the Hongkong Government’s London 
Office will also be in attendance. 
It is hoped, therefore, that whether 
the visiior wants to buy from Hong- 
kong or to sell to it he will find in 
the Hongkong section the information 
and advice he requires. If he is buy- 
ing he will find displays of the hundred 
and one articles which Hongkong 
manufactures or samples of produce 
of Chinese origin which is sorted and 
packed in Hongkong previous to ship- 
ment. If he is a manufacturer he will 
learn that Hongkong not only has a 
retail market catering for its p - 
tidn of nearly two million ana _ the 
ees ee rte ds the 
ly coming and going but that it is 
focal point for the territories of South 
East Asia. As an entrepot Hongkong 
finds its main outlet in China but it 


communication with Hongkong by sea 
and air. 


Hongkong is a British Crown Colony, 
but it is a cosmopolitan centre where 
all of whatever race can trade freely 
and, beyond a limited number of duties 
levied for revenue purposes, it is one 
of the few remaining free ports of the 
world. 

The Hongkong General Chamber of 
Commerce offers its services to all visi- 
tors to the Fair, for one of its principal 
aims is to link the business men of 
Britain with those of the Far East. 

The Hongkong General Chamber of 
Commerce, although functioning in a 
British Crown Colony, is an _inter- 
national body with a membership of 
over 500. Banks, insurance and ship- 
ping companies, industrial concerns, 
Public Utility Companies, practically 
all the British and foreign commercial 
firms established here as well as a 
large number of Chinese merchants 
and manufacturers are included in the 
Chamber. Hitherto the commercial 
community had assumed that overseas 
traders were fully aware of the poten- 
tialities of this great international 
mart, but it is now realised that a good 
deal more can be done to make known 
the advantages which Hongkong can 
hold out to those wishing to enter what 
may be a new field for trading activity. 


* The Superintendent of the Imports 
& Exports Department will be known 
in future, after legislation to that 
effect has been passed, as the Direc- 
tor of the Department of Commerce 
& Industry. All commercial and in- 
dustrial affairs will then be central- 
ised in this new Govarnment 
Department. In view of the growing 
importance of Hongkong as a manu- 
facturing centre the new Department 
of Commerce & Industry will assume 
the duty to guide and advise the 
present and future industries of 
Hongkong.—(Ed.) 


Outlook for Hong Kong’s 
Shipping Business 

It did not take long after the 
capitulation of Japan and the cessation 
of the second World War hostilities in 
the Far East for the great seaport of 
Hong Kong to get. back to its normal 
busy existence. The great harbour was 
soon pulsating with the activities of 
many ships, some bringing in material 


.and when 


for the rehabilitation and rebuilding 
of the Colony and its industries, a 
host of others bringing in cargoes for 
storage and subsequent distribution 
to its great neighbour China and to 
many other countries in the Far East. 

The pace at first was slow. There 
was shortage of stevedore labourers, 
shipyard workers, and artisans of all 
kinds, vast. numbers of whom had been 
exiled by the Japanese or had fled 
from them for safety into interior 
parts of China. But with the Union 
Jack flying once again, confidence and 
willing workers soon returned, damage 
was repaired, harbour warehouses re- 
built and the tempo soon stepped up 
to Hong Keng’s pre-war reputation for 
speed and efficiency in handling ships 
and their cargoes.. Today it can once 
again boast of being one of the quick- 
est despatch ports in all the Orient. 

The trade of Hong Kong is naturally 
allied in many ways to the fortunes 
of China. Yet despite the present 
political upheaval in the latter, Hong 
Kong’s shipping interests have con- 
tinued to prosper. Local industry has 
shown considerable expansion and 
corporations, both Chinese and “For- 
eign” have chosen Hong Kong as the 
site for their new enterprise. 

At this critical stage in China’s his- 
tory it is impossible to forecast how 
much shipping prosperity Hong Kong 
is likely to lose or gain by the trend 
of future events. But commercial 
initiative cannot be cauterised for all 
time. The trading possibilities of China 
are tremendous and once this great 
country settles down to a semblance 
of stability the flow of produce out 
ward and of machinery and manufac- 
tured goods inward should ensure a 
lively prosperity for the great entre- 
pot trade of Hong Kong. 


Hong Kong’s Housing 
Problem 


The rehabilitation of Hong Kong has 
been going on steadily since the war, 
the devastation caused is 
taken into account, it is remarkable what 
progress has been made. On the other 
hand, most building plans have been 
hampered by the excessive flow of 
people into Hong Kone of recent months, 
which has made it almost impossible to 
catch up with requirements. Added to 
this the very high cost of construetion 
and the not unnatural caution of land- 
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HONG KONG WELCOMES AND ASSISTS 
FOREIGN TRADERS 


Message by His Excellency the Governor of Hong Kong, 
Sir Alexander H. Grantham, kK.c.M.G. 


It gives me much pleasure to send a message of 
greeting and welcome to prospective traders with Hong 
Kong, through the “Far Eastern Economic Review.” Al- 
though Hong Kong is in size one of the smallest of the 
British Crown Colonies, the amount of trade it does is 
immense, its annual value being almost equal to the in and 
out trade of New Zealand, and is three times as large as the 
import and export trade of Ceylon. 


It is the aim of the Government to give the utmosi 
facilities to trade and industry and to keep the controls and 
regulations to the minimum. Im this connection, I quote 
an extract from a letter dated 3lst January, 1949, from the. 
Chairman of one of the largest companies in the world: — 


“T should also like to say one other thing, which 
if you and I had had more time to visit, I would have 
said to you personally. Our company does business in 
a great many countries of the world, including many 
British jurisdictions. As you know, we have been in 
Hong Kong for nearly sixty years. In my day in Hong 
Kong our company controlled our business in fourteen 
separate governmental jurisdictions from that office. 
Since that time, I have of course become familiar with 
the company’s operations in all countries where we do 
business, presently 52 jurisdictions. I am still in a posi- 
tion to say that our company has never had more cor- 
dial or tairer treatment from any government of any 
jurisdiction than we have received from the British 
Crown Colony of Hong Kong. It was a source of grati- 
fication to me to learn during my recent visit to Hong 
Kong that this same treatment exists today.” 


This, I think, gives an indication that we mean what 
we say, that we do want to assist traders. 


Although Hong Kong is primarily an entrepot, its in- 
dustries are becoming of increasing importance and the 
range and quality of its products have increased to a re- 
markable extent, as visitors to the Hong Kong section of 
the British Industries Fair will be able to see for them- 


selves. 
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owners over investing too much capital 
in building, when it is clear that the 
tide of refugees will be flowing back 
into China as soon as conditions allow, 
and it_is understandable that supply is 
not likely to catch up with the demand 
until normal conditions are restored. 

One aspect of the housing problem is 
caused by the erection of new mills in 
Hong Kong. In several cases a nucleus 
of workers has been brought into the 
Colony for the purpose of instructing 
new workers. Also, as the mills are 
completed and start operations an army 
of. workers has to be provided for. In 
the majority of cases very little pro- 
vision is made, the workers fitting in 
where they can, but the Hong Kong 
authorities are anxious to encourage the 
pbuilding of proper quarters and are 
willing to allow mill owners to purchase 
land for the purpose by private treaty 
at favourable terms, instead of at public 
auction. This has been taken advantage 
of in one or two cases, but more could 
be done. 

With the prospective reclamation of 
land at North Point and other parts of 
the Colony, more land should become 
available for the building of wharves 
and godowns and other construction. 


= = = = 


The Struggle for Power in 
the Indonesian Republic 


Unskilled state officers and intra- 
offica feuds sunk the Indonesian re- 
public into the chaos which invoked 
the Dutch police action last December. 
The transition from _ the socialistic 
government of Amir  Sjarifuddin to 
that of Premier Mohamed Hatta’s 
Mashumi party rule in January 1948 
marked a new decline in the affairs of 
the republic. Whereas Sjarifuddin 
never hesitated to use his office and 
the treasury to further his personal 
influence, Hatta—a man who was 
sincerely interested in good govern- 
ment—never developed enough politi- 
cal power to pull together the disrup- 
tive forces within the republic. Their 
behind-the-scenes struggle, culminat- 
ing in the abortive communist revolt 
of Musso, further impoverished the mass 
of the people—the rural villagers— 
who are completely innocent political- 
ly and understand nothing of party 
conflicts. 

The backdrop for the last stage of 
the decay of the Indonesian republic 
was woven by Sjarifuddin when, in 
his capacity of minister for defense 
and, later, premier, he expanded the 
ramifications of his party by the ex- 
penditure of huge sums of government 
funds. He also undermined the dis- 
cipline of the regular army by in- 
culcating socialistic principles by 
means of his “Pepolit” (Politburo, 
Moscow-fashion). He furthermore tried 
to neutralise the authority of the 
command by introducing officers from 
his Pepolit. Considerable discontent 
was aroused among almost all officers 
by the appointment of a certain 
Sukono, a one-time postal official, as 
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Lieutenant General. Sjarifuddin in- 
‘creased his own army consisting of 
so-called Lascars at the cost of huge 
‘sums of money. Sjarifuddin also did 
his utmost’ to increase and maintain 
his authority with the Navy giving 
his Laksamana (Admiral) Atmadji ex- 
tensive powers and large subsidies. 
In this way Sjarifuddin contributed 
in reducing the discipline of the re- 
gular armed forces to a minimum. 


% s ¢ Py 


Conditions in the army and navy 
were so bad that nobody dared as- 
sume the responsibility of reorganiz- 
ing the ministry of defense. Mohamed 
Hatta, the new Mashumi Party Pre 
mier, was therefore compelled to take 
the portfolio himself. if only tem- 
porarily. Soon Hatta realised that al- 
though he was known in Sumatra as 
‘the strong man”, he could not act 
forcibly in his‘ attempt to bring order 
out of the chaotic conditions ruling 
at the time without considerably more 
support than he had. The underhand 
and the unfair opposition of the dif- 
ferent socialist parties who had _be- 
come fused in the F.D.R., Front De 
mokrasi Rakjat (Leftwing) as a single 
united body undid all the work Hatta 
was undertaking. Insecurity increas- 
ed, law and order were lacking. The 
great bulk of the pecple who do not 
understand the jockeying for power 
merely suffer the unpleasant and 
painful results. By far the largest 
number of them wished to see the end 
of these agitated conditions and longed 
for the return of peace and order and 
for the disappearance of the then 
prevalent roving’ bands, their rob- 
beries, killing and kidnappings. But 
Hatta was powerless to meet their 
wishes for he lacked sufficient support 
in his attempts at counteract the sub- 
versive opposition of the F.D.R. 

Owing to the excessive number of 
bank notes in circulation in the 


re- 
public, not to mention counterfeit 
notes, . confidence in their value 


vanished. As a result  orices for all 
commodities rocketed sky high. es- 
pecially prices for textiles and clothinz 
Which supplies are sparse and_ re- 
quirements enormous. The food sup- 
ply, generally adequate, was growing 
increasingly dependent on secondary 
crops such as sweet ovotatoes. Pre- 
sident I.R. Soekarno was fully aware 
that Amir Sjarifuddin abused his of- 
fices to bring the revublic and_ es- 
pecially the army and navy into a 
state which can only be described as 
deplorable. Yet, knowing this he did 
nothing in the matter. The reason for 
‘Soekarno’s inactivity was due to his 
fear for his own position while the 
things which were taking place served 
a secret purpose of his own, that was, 
he welcomed the socialists against the 
formidable numbers of the Mashumi. 


* s e s 


The political situation in the  re- 
public was thus quite hopeless, and 
many a pessimist at the time thought 
that only a miracle could place the 
republic back on its feet again. Unity 
-was completely gone. 
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Relations between Hatta and Com- 
manding General Sudirman became 
worse during the summer. Taking 
advantage of the general discontent 


the 4th Division of Solo, together 
with the naval units stationed 
there, held a demonstration against 


the government of Hatta, and at 
the same time demonstrated the power 
of the socialists by marching fully 
armed to the town. The division is a 
political unit. On the walls pictures 
of Lenin and Marx are displayed. Its 
commander, Sutarto, was incidentally 
a “pemuda” (member of the Japanese 
trained Republican youth), of inferior 
education. He was more or less some- 
thing of a puppet. He lived together 
with the commander-in-chief so that 
one may assume that he was com- 
pletely under his influence. A substan- 
tial handicap for the government con- 
sisted in the fact that the Solo division 
to a certain extent was _  self-support- 
ing, presumably with the money sup- 
plied by Sjarifuddin. As a result the 
government had little to do with the 
equipping and provisioning of this 
division. The “Pepolit” was a highly 
important department, if not the most 
important of the divisional staff. Most 
of the officers active in it had before 
the war been exiled to New Guinea as 
communists, including the commander 
of the “Pepolit” Department, a cer- 
tain Lt. Colonel Samsuddin, a Suma- 
tran. This division office resembled 
more a socialist propaganda bureau 
than a military institution. The T.N.I. 
Masjarakat was extensively represent- 
ed there. 

One of the peculiarities of the situa- 
tion was that all armed units in Solo 
were completely independent of each 
other. Thus, the 4th Division stood 
alone and was at loggerheads with the 
police; and the Banteng Hisbulla and 
the B.P.R.I. Barisan Pemberontakan 
Rakjat Indonesia (popular fighting 
forces) moved in different orbits and 
refused to have anything to do with 
each other. 


Amir  Sjarifuddin who could not 
suffer the fact that he was without 
office, now longed to play an im- 
portant part on the political stage of 
the revublic. But his political op- 
ponents were increasing as most of 
them were expolitical prisoners re- 
leased by President Soekarno. Kis 
financial position deteriorated, he 
could therefore not supply the socialist 
parties with sufficient funds, so that 
his power over them decreased. Then 
came the government declaration that 
a reshuffle of the cabinet for the pur- 
pose of executing the national pro- 
gramme of the F.D.R. could only take 
place after general elections, for which 
preparations were then being made. 
He.knew too well that as soon as 
general elections were held he and 
his party had not the slightest chance 
of election, as the huge Mashumi 
would be the dominant party. 

With the arrival from the U.S.S.R. 
of Musso, Sjarifuddin took new hope 
although it is extremely difficult to 
believe that Sjarifuddin had become 
a communist. When it appeared that 
the army sided with Soekarno and 
Hatta, the fate of the communist 
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uprising was sealed. Its failure was a 
foregone conclusion and this shortly 
afterwards became evident. However, 
just before the outbreak of the revalt 
mt Madiun a number of political 
prisoners were released from jail. 
Among them was Tan Mataka, a Trot- 
skyist. In releasing them Hatta tried 
te obtain political backing against 
Sjarifuddin and Musso, the Stalinist. 
But the liberation of Tan Malaka, 
which Hatta effected with the purpose 
of fortifying his political backing, had 
certain consequences. Tan Malaka 
soon showed he had _ considerable 
authority among all strata of the popu- 
lation. Consequently the ‘condition of 
divided political power remained. 

Meanwhile, after the communist re- 
volt, there was but little left of the 
republican economic fife. The trains 
ran even more irregularly than hither- 
to; supplies of materials providing’ 
light and power from the oilfields of 
Tjepu were dislocated. The popula- 
tion already living in abject poverty 
was anticipating even worse. The 
Dutch police action then followed, 
aiming at re-establishment of security 
in the republican areas and institution 
of native democracy. 


= = = = 


Hong Kong’s Display at the 
British Industries Fair 


Participation in the British Indus- 
tries Fair has given Hong Kong a first 
class opportunity to display to the 
world her commercial facilities and 
industrial enterprise. 


In the United Kingdom alone it has 
been possible to introduce this old 
British Colony to new commercial 
friends and educate many who were 
confused about Hong Kong’s relation 
to the British Empire. Industrially 
Hong Kong is complementary rather 
than competitive to United Kingdom 
and European manufacturing. The 
days of cheap labour have gone 
leaving local manufacturers a reputa- 
tion for low priced products which 
they can no longer sustain. Indeed 
Hong Kong prices need, in many 
instances, drastic reduction to allow 
participation in European markets. 
The loss of the price advantage has 
not set manufacturers bewailing the 
days that are gone; it has stimulated 
the improvement of quality. There is 
no doubt that quality is the major 
local consideration when facing up to 
existing world wide economic condi- 
tions. This was appreciated by all who 
saw Hong Kong’s products at last 
year’s B.IF. 


But Hong Kong sees its industry as 
a backcloth; the stage is occupied by 
the merchants, the banks, the dock- 
yards, the shipping companies, and 
the contributory services which pre- 
sent ‘to the world this great Far Eastern 
entrepot. 


This year Hong Kong at B.LF. will 
show a change in emphasis—from 
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industry to entrepot, although indus- 


try “will have its place. Commercial 
facilities will have excellent repre- 
sentation, and buyers visiting the 


stand at Earl’s Court will have cause 
to count the time well spent. 


E. G. A. GRIMWOOD 


Hong Kong Government Representative 
In the United Kingdom 


% * * * 


SCAP’S Bulk Buying and 
the Market 


SCAP has intimated that it intends 
to allow trade to return gradually to 
private enterprise and this move is 
much appreciated by the merchants 
ot the world. For the last two years, 
SCAP has been responsible for the 
bulk purchase of Japan’s needs and 
although the whole question of bulk 
buying is very controversial and has 
arguments on both sides, it is not. al- 
ways beneficial to the world’s market. 

It must be admitted that bulk buy- 
ing may give stability to the industries 
within the country concerned, but this 
can often result in the creation of 
conditions of instability in the outside 
.markets. Let it be assumed for argu- 
ment’s sake that SCAP put out an en- 
quiry for a large supply of some-item, 
and to take a commodity peculiar to 
the China market, let it be Ramie. 
The merchants then compete with one 
another to find a supplier who can 
supply the amount required, often a 
difficult task in itself, and then comes 
the task of obtaining a price which 
is competitive. The original suppliers 
are in the interior of China and con- 
tracts are made for the supply of the 
amount required. With the present 
internal situation the actual delivery 
is often jeopardized by miliary opera- 
tions which leads to the necessity of 
buying any stock. lots that may be 
available in Hongkong, and this can 
involve a loss of as much as HK$15 
per picul. If the purchase by SCAP 
was-not done on a basis of bulk buy- 
ing but by ordinary business dealings 
through normal channels, there would 
be less jeopardy attached to the situa- 
tion. Even assuming that conditions 
in China were normal, supply would 
adjust itself to the demand at the 
market price and would come through 
in a steady supply providing there was 
not a monopolistic combination. 

One of the natural outcomes of bulk 
buying that is sometimes forgotten by 
the protagonists of bulk buying is the 
fact that the producers will take de- 
fensive measures against this form of 
buying. They will obviously tend to 
hold out for higher prices when they 
know. that a commodity must be 
tought, and this in itself is a factor 
over which the buying country has no 
control. In a normal market, it is 
necessary for a large buyer to conceal 
his intentions to avoid the market 
moving against him. But what in 
actual fact is the effect of this policy 
on the outside markets of the world, 
@nd in this case Hongkong and China? 
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In the first place, it has a distinct 
tendency to disrupt the other mar- 
hets with which Hongkong may be 
dealing. This is due to an abuse of 
the present system of tendering and 
subsequent allocation of exchange for 
imports into Hongkong. At the pre- 
sent time firms who export goods to 
Japan are able to earn a proportion 
of the value of these exports as avail- 
able currency for subsequent pur- 
chases from Japan _ for import into 
Hongkong. The profit which can be 
earned on these imports’. is on the 
whole fairly high and sometimes very 
high. Consequently, there is a ten- 
dency for firms to quote prices’ for 
exports of goods to SCAP below the 
cost price and to sell at a loss, know- 
ing that they will be able to make a 
good profit on the goods that they 
can import with the currency which is 
earned. 

This appears to be good business 
strategy for the successful firm but it 
has far-reaching effects which may 
not at first be sppreciated. From 
Japan’s point of view it is definitely 
beneficial, resulting in raw materials 
being obtained for industry which are 
bought if anything below the normal 
world prices. But to the rest of the 
world’s buyers it has a tinge of unfair 
competition. It will mean that the 
costs of production will be unfairly 
weighed in favour of Japan. It is 
nevertheless admitted that this cause of 
bulk buying is only peculiar to Hong- 
kong. 

But even so, the bulk buying of 
SCAP has an effect on the markets 
of the world which tends to promote 
stability for Japan’s industries at the 
cost of undue fluctuations and instabi- 
lity elsewhere. In view of the fact that 
the bulk purchases are made at ir- 
regular intervals which often leave 
the producers idle or back-peddling, 
for considerable periods, they are also 
detrimental, as instead of a steady 
flow of supplies being forthcoming, 
there are alternative periods of short- 
age and glut. 

In conclusion, let it be hoped that 
the authorities will allow business to 
return to the normal channels as soon 
as possible and that the conditions of 
a normal market will re-appear thus 
leading to greater stability of the 
world’s markets as a whole, and not 
just stability for Japan. a 


* = = * 


British Cotton and 
Japanese Competition 


The fact that Mr. John Edwards, 
Parliamentary Secretary to the Board 
of Trade had to reassure the House of 
Commons last week that the British 
Government is fully aware of the 
seriousness of Japanese competition as 
“a long term problem”, draws atten- 
tion to the fears felt in Great Britain in 
regard to Japan’s emergence as a com- 
petitor in the field of textiles. As Mr. 
Edwards rightly pointed out, “The threat 
iis votentia] rather than actual, since 


overall Japanese production is still only 
about half the pre-war level and ex- 
ports are only just over a quarter.” Mr. 
Edwards continued: ‘We shall take: 
every possible step .... to prevent a 
recurrence of the sort of unfair prac- 
tice familiar before the war and, where- 
ever possible, we shall support measures 
to raise the standard of living of the 
Japanese workers and thus avoid low 
price competition based on cheap 
labour.” 

This is all to the good so far as it 
goes, but is it very realistic? It must 
-be remembered that a poor country like: 
Japan cannot at present afford to give 
such high wages as are the rule in 
Great Britain and America. The whole 
industrial system of the country is on 
such a different level from those of the: 
two countries mentioned, that it is very 
difficult for an Englishman or American 
to grasp the Oriental point of view. Not 
that the Japanese do not want good’ 
living conditions, they do, and thanks. 
to the watchful care of S.C.A.P. they 
are beginning to build up a welfare sys-- 
tem that in the long run will do much 
to mitigate the hardships of the work- 
ers’ lives, 

It would be interesting to give a com- 
parison of the difference between the 
European or American and the Oriental] 
way of life, but a few points must suffice,. 
especially where they throw light upon 
the competition to be expected. For 
instance, it is not’ realized how much 
reliance is placed by industry in the Far 
East upon the contract.system for ob- 
taining workers. Under this method, 
and it is also practised in Hone Kong, 
where, however, there is strict super- 
vision of the workers by the local labo 
office, a contractor is made responsible 
for the provision of labour. He sends 
his agents or goes himself into the in- 
terior of the country and gathers to- 
gether a sufficient number of workers 
to undertake the work for a certain 
period. When that period has elapsed, 
the contracts are renewed or the work- 
ers return to their homes. In Japan it 
has frequently been the case that a girl 


about to be married has_ hired 
herself out in this way in order 
to make a little money’ with 


which to help to start her new 
home. Whilst employed, she is under 
very strict supervision by the contrac- 
tor, has to live in a dormitory which is. 
often little more than a shed and where 
her bed igs occupied by a worker coming 
off the shift as she goes on, is fined for 
the slightest offence, and very often has. 
to extend the period of work in order to 
make the sum of money which she re- 
quired to start her marrjed life, the fines: 
levied having outweighed her earnings. 
A far worse side to the system, kew- 
ever, than that outlined above is the fact. 
that children are sometimes sold to a 
contractor for work especially on farms. 
This state of affairs has clearly grown 
out of extreme poverty, and it is well to 
point out that the Japanese Government 
is opposed to it so that in time it should 
be stamped out. The Japanese are not 
less fond of their children-than are other 
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parents; but even austerity Britain can- 
not visualise’ the desperate poverty in 
which many Japanese have to live, and 
this could have been said of parts of 
Japan even before the war, a poverty so 
desperate that parents have been obliged 
to sel] their children through utter in- 
ability to provide them with even a 
minimum of food. S.C.A.P. in en- 
deavovring to put an end to this prac- 
tice, which has recently been brought 
to its attention, will have to handle the 
question of wages for farm labourers. 
some of the poorest class, so possibly in 
this way the standard of living will 
gradually rise in Japan. But, of course, 
Japan will have to find a market for her 
goods before much can be done in this 
way. 

Contrasted with the plentiful supply 
of labour in Japan, where the figures for 
unemployment have passed the million 
mark, is the shortage of labour in the 
British mills, which has obliged Man- 
chester shippers to purchase Japanese 
goods for some markets. This may be 
regarded as an offshoot of the splendid 
effort made by the British people in wag- 
ing total war, and of the necessity under 
present troubled world conditions to 
keep a large standing army; but never- 
theless it does mean that the Japanese 
manufacturers have a certain advantage 
in this respect that cannot be over- 
looked. 

A further competitive point, and one 
over which the British may well ponder 
is that in Japan although the machinery 
is out-of-date and in the whole of Japan 
there are not as many spindles as in 
Oldham, for example, yet by working 
three shifts and thus. keeping the 
machinery going for twenty-four hours 
as against eight hours in Great Britain, 
the Japanese are able to make the most 
of what they have, apart from the re- 
duction in overhead costs. This, coupled 
with, the fact that the average Japanese 
is a hard worker and all, from ton tc 
bottom. are anxious to get the country 
On! its feet again, is an important factor 
in Japanese competition. 


Possibly when all is said and done and 
the nature of Japanese competition has 
been analysed to the last degree, and 
when every step has been taken “to pre- 
vent a recurrence of the sort of unfair 
practice familiar before the war’, to 
quote Mr. Edwards again, it may be 
worth the while of the British Govern- 
Ment to consider carefully whether they 
themselves have placed any handicaps 
in the way of British trade. The de- 
cision to close the Liverpool Cotton Ex- 
change, for instance, has hampered Bri- 
tish mills in obtaining their sup- 
plies, as they are deprived of the large 
and varied choice. of carefully selected 
and graded cotton offered them in the 
past. Some mills it seems have even 
had to go to the expense of getting their 
machinery altered because they could 
not obtain the required cotton. In the 
days that now seem so long ago, before 
the war, manufacturers were able to 
select their raw cotton from the large 
stocks of around one milion bales held 
at the Liverpool Cotton Exchange. 
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selected from every market in the world 
and carefully sampled and graded by 
experts. The mere existence of this 
large stock was not only a potent force 
in preventing cornering, but it also en- 
sured stability in world prices which 
was of inestimable benefit to manufac- 
turers. Through the Futures Market, 
the mills could place their orders for 
months ahead and be sure of delivery 
when due and of the right quality. 
Being a great international market, the 
the only one of its kind in the world, 
the Liverpool, Cotton Exchange was also 
of value to countries abroad, includire 
Hong Kong, not only by keeping the 
market stable, but also by providing 
world prices for the different growths 
of cotton. In addition, sales were etfect- 
ed through the Exchange for buvers 
abroad, and the various standard foums 
of contract issued by the Ekchange were 
in general use throughout the world. 

All this was of assistance to British 
trade, the value of which it is difficult 
to overestimate; but it has all been 
swept away with the closing of the Cot- 
ton Exchange and the substitution i; its 
place of bulk buying by the British Gov- 
ernment with al] that it entails when 
political influences are introduced into 
ai ey trade. British cotton 
manutacturers, who previously enjo: 
the advantages offered by a Cohipatical 
international trading centre are now 
handicapped when they most need every 
advantage they can get. 

The best way to handle competition, 
while being aware of the points in 
favour of the other side, ig to reform 
one’s own methods. The British Gov- 
ernment have had repeated warnings 
that the end of the sellers’ market is 
approaching, to be followed by a period 
of increasing competition, and it is to 
be hoped that. they have made their plans 
to deal with the situation realistically 
by aiding rather than hampering British 
manufacturers. 
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Reports from North China 


Railway and highway repair con- 
fronts the new authorities in North 
China with a most exacting task as 
destructions of the Sino-Japanese war 
and the ensuing years of internal war 
have reduced much of what was once 
an expanding system of land communi- 
cations to rubble. Some rail tracks 
have been ploughed under and _ high- 
Ways have been turned into ditches. 
When retreating or engaging in guerilla 
actions the Cc forces and irregu- 
lars did their best to hamper the pro- 
gress of the Japanese army; and later 
on, when the civil war flared up the two 
epposing armies in China used to apply 
scorched earth tactics which often 
proved to be successful. In their last 
retreat the Kuomintang armies have 
sabotaged communications as had been 
previously the case with the Commun- 
ist forces when they happened to be on 
the defensive. The state of disrupted 
railways and highways can be imagined. 

The North China’s People Govt is 
however striving to rehabilitate most 
of these partially or totally destroyed 


communications and their plans are 
very ambitious. With the cooperation 
received from the peasants and a con- 
siderable number of soldiers put to 
work the rehabilitation of highways is 
proceeding. Railway repairs are de- 
pendent on supplies which are difficult 
to produce or to import. Without well 
functioning communications the pro- 
gress of general economic rehabilitation 
is imperilled. 


* * * * 


In the cities of North China adminis- 
tration is in the hands of Military Com- 
mittees whose members are not always 
conversant with the intricacies of the 
operation of a municipal machine. 
However the eagerness to serve the 
country and the people and to re-estab- 
lish the good name of the Chinese be- 
fore the world is spurring many at 
present inexperienced young men _ to 
great effort. While there is much 
bungling and hesitancy progress in re- 
habilitation is evident. Again, the 
general public is in a cooperative mood, 
expecting good results from the new 
authorities who were generally wel- 
comed for having achieved a good 
thing: driving out the Kuomintang. 

The regulation of normal life in es- 
pecially the big cities of Tientsin and 
Peiping is already proving a most diffi- 
cult task for the military control; it 
will take a long time to get manufac- 
turing back to the standards of prewar 
times and the pre-requisite for indus- 
trial recovery is the opening up of the 
country to foreign trade. Stevs have 
been taken and the new authorities 
have tried their best, under present war 
conditions, to resume commerce be- 
tween Shanghai (and via Shanghai 
with the rest of South China) and the 
Communist controlled North including 
Manchuria. 
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As long as the war has. not heen 
finally brought to an end there cannot 
be expected any material improvement 
in the living and working conditions 
of the people; and the civil war is. far 
from being settled. It appears that all 
the so-called peace parleys held so far 
are diversionary moves; the Commun- 
ists officially charge the Kuomintang 
with trying to attain breathing space 
for the redeployment of its defeated 
and demoralised armies and not being 
concerned with agreeing to the terms 
proposed by Mao Tse-tung. On the other 
hand, the Kuomintang is split among 
themselves with two major groups 
(Sun Fo vs. Li Tsung-jen) acting 
ip the open and several groups pulling 
strings backstage. The Communists are, 
of course. anxious to come to terms but 
only as conceived by them; the accep- 
tance would amount to conditional sur- 
render of the Kuomintang. This can- 
not be expected and therefore the gen- 
eral opinion remains that the war wil 
continue and that, according to the CP 
blueprint, another year will pass before 
the KMT is defeated and control in the 
country—ie. China proper with prob- 
able exclusion of some west China. ter- 
ritories—is assumed by the CP domin- 
ated future coalition govt. From what- 
ever angle one tries to look at the 
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superficially confusing but intrinsically 
simple problem of “peace for China” 
the prolongation of hostilities is un- 
avoidable. Now there is not even a 
truce but only a period of intensive 
preparation for attack (crossing the 
Yangtse) and defence (at first in the 
Nanking-Shanghai area, later extending 
to the southern provinces). 
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Taking over of industrial plants and 
former Nanking govt. owned and 
operated organisations continues in 
North China. Every day new reports 
appear in the Tientsin and Peiping 
press about the change of management 
and administration. To find the proper 
people to take over is a matter which 
defies solution in so short time as the 
Military Committee visualise. Where 
the staff of the various research insti- 
tutes in Peiping (e.g. geological, metal- 
lurgical, industrial experimental etc.) 
is to come from after ranks of experi- 
enced men were depleted, either by 
evacuation to the south or by dismissal, 
is just as baffling a question as the 

- efficient running of municipal services. 

Enthusiasm and good wil! alone do not 
suffice. The high standard of morals 
which the Communist authorities can 
be justly proud of have an invigorating 
influence on the population and the 
support of the students, so important 
in China’s political life, is of inestim- 
able value. Nevertheless. there is a 
painful scarcity of trained technicians 
and administrators which cannot but 
have an unfavourable effect on the 
operation of so big a city as Peiping. 

Inflation is continuing at cautious 
but nevertheless palpable speed; prices 
fluctuate considerably. After a short 
period of declining prices in the recent- 
ly taken over cities—where outrage- 
ously high prices were’ scourging the 
people—an upward tendency is again 
noticeable. In many factories the rate 
of pay, in the new People’s Bank notes, 
is based on the price of grain, and as 
it rises or falls the wages keep step. 
This method is considered very fair 
from the point of view of the wage 
earners. In the Peiping railway bureau, 
for instance. wages are based on the 
price of millet with the lowest monthly 
pay being the equivalent of 94 kilo- 
grams of millet and the highest pay 
per month 538 kgs. 
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Tientsin’s textile mills, second only 
to Shanghai in importance in China, 
have resumed to a large extent their 
previous production which had been 
curtailed for a long time however. The 
higgest mills were owned by the China 
Textiles Corp., a Nanking govt. enter- 
prise which was set up for the take 
over.of Japanese mills. There are 7 
govt.-owned mills in the Tientsin area; 
5 have now resumed partial operation, 
one mill’s equipment is under repair 
and the seventh mill (with 50,000 spin- 


dles) cannot be operated as it was 
wrecked before the surrender to the 
Communist army. The 5 mills, now 


under military control. vending their 
reorganisation into a state enterprise 
of North China’s People’s Govt., have 
together 220,000 spindles which are 
producing (assertedly 100,000 lbs of 
yarn per day). 


New Province in Manchuria 


A new province, Liacsi, has been 
mapped out by the Northeast Adminis- 
trative Council; thus Manchuria in- 
cludes ten provinces and the Inner 
Mongolia Autonomous Area. 

The Liaosi Province, through which 
runs the Peiping-Mukden Railway, 
covers the whole West Liaoning cor- 
ridor and part of Jehol province. The 
new province has a population of 
2,700,000 and includes 9 counties and 
one municipality, Chinchow, which is 
the capital. 
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ECA Supplies to China 


American ECA cotton supplies were, 
by Communist propaganda, describ- 
ed as another form of economic aggres- 
sion but now, when ECA, for obvious 
reasons, prefers to supply — that is 
donate—less than before there is a cry 
in Shanghai that the mills will have to 
close and the army of unemployed 
workers will enormously increase. ECA 
supplies have been accumulating in the 
past in many Chinese ports and were 
not fully utilised as had been pro- 
grammed; when the Communist armies 
drove out the Kuomintang from North 
China they usually found considerable 
stocks of ECA supplies in godowns; 
these supplies were then distributed, 
naturally not described as American 
commodities, or they still remain as 
reserves for the people’s or soldiers’ re- 
quirements. 

Under such conditions, ECA does not 
want to build up any stocks and in 
this policy they are supported by the 
traders who also are reluctant to lay 
in more than is required for the mo- 
ment. Even hoarding has abated un- 
der present anxious conditions ‘in 
Shanghai where sooner or later the 
Kuomintang authorities will he re- 
placed and then the incoming liberating 
army of the Communists will make its 
own dispositions as to stocks of essen- 
tial commodities. 

The weakness of the industrial basis 
of China is exposed by the inability to 
purchase: sufficient raw cotton abroad 
and ship it to the mills. The cotton 
yarn and piece goods industry is by far 
the largest in the country. There should 
be adequate cotton available from na- 
tive producers but under chaotic condi- 
tions as witnessed during the last two 
years the domestic supply lines are 
thoroughly disrupted. For a full-time 
operation of China’s cotton mills sub- 
stantial imports of raw cotton are 
necessary. After the end of war 
UNRRA and later American donations, 
under various titles, have kept on sup- 
plving the cotton industry of China. 
ECA has continued the previous charit- 
able work is spite of the _ hostility 
shown by not only the Communists 
but also the liberal affd even a large 
segment of Kuomintang leaders and 
their press. The American taxpayer 
who foots the egregious expenditures 
of ECA, as also previously of other 
charitable organisations, is still not tir- 
ed of this play in which he has been 
expesed as “sucker” over and over 
again. 
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Now, when ECA supplies have in 
fact become—like the arms, munitions 
and equipment furnished by the U.S. 
gratis to the Nanking regime — most 
welcome sources of continued civil war 
fighting, both for the Kuomintang who 
legally received them and the Com- 
munists who either seized or purchased 
them from the corrupt KMT and _ its 
military, the U.S. Administration 
adopts a more cautious policy and cuts 
down on the “Santa Claus” shipments. 


Total ECA _ deliveries to China as 


‘at’ the beginning of 1949 amounted to 


a value of US$ 195,417,000. Detailed 
supplies were as follows (in thousands 
of US$):— 


Bread '‘@rairis.?s.. os = ove macteanes 19,911 
RCC ee es 41,196 
Cotton "2h fo. =e ae eee 69.790 
Poertilizer= (cs. 5 coe oan ee 7,262 
Coalktw.. rec cee a ete Tas OL 286 
Petroleum products ........- 47,506 
Technical services .......... 1,191 
Océan freight..c 2.75.2 2a 7.275 
Special Emergency Fund .... 1,006 

Total.Chinay .%: <ax.0<<sn 195,417 


SHANGHAI COTTON MILLS’ PLIGHT 


Shanghai’s textile mills will run out 
of cotton by early April unless they 
reduce their consumption below its 
present 75 per cent of capacity. The 
only practical way of exiting more 
cotton is through ECA, which recently 
os ili all shipments of cotton to 

hina. 


Shanghai’s biggest industry has been 
largely supplied by ECA cotton in the 
past months. Although’ some domestic 
cotton has been obtained, transporta- 
tion and _. internal disorders were 
stumbling blocks and_ currently the 
political situation along the Yangtse 
means that hardly any further native 
cotton can reach the mills. 


ECA at present does not want to 
build up stockpiles anywhere in China. 
As a result, 100,000 bales scheduled 
fore the cotton industry have not been 
shipped. It takes a minimum of two 
months to get cotton from United 
States Gulf ports into Shangai_ mills, 
so even if a ship were dispatched to- 
day, it would not arrive in time to 
save the local mills from temporary 
curtailment or close-down. 


Chinese circles are agitating for the 
shipment of the next 100,000 bales. 
They feel the urgency of supplying 
the Shanghai mills, which employ 137,- 
000 direct workers. An equal number 
handle the cotton as dealers, etc. and 
an uncounted number of coolies earn 
their living from loading and unloading. 


China had at the end of January. 
343,000 bales of foreign amd domestic 
cotton on hand. The mills are using 
130,000 bales each month. The Shang- 
hai area uses 110,415 bales, Cantor 
1,204 and Taiwan 2,610 bales. 


1949 


The ECA cotton actually delivered 
amounts to 300,000 bales, or US$54,- 
700,000. ECA’s policy has been to dole 
1t out sparingly in order to keep the 
mills going as long as possible even 
at reducec capacity, and to encourage 
the Chinese to get as much domestic 
cotton as possible to the mills. 


TRADE WITH CANTON 


Trade with Canton has been going 
on since the last few months without 
much official interference and_ al- 
though the authorities in Canton can- 
not admit it openly exports and 
imports of South China have not pass- 
ed to more than 40 to 50% through 
the Chinese Customs stations. Smug- 
gling or protected trading has been 
the rule rather than’ the exception; 
merchants entrusted their cargo to 
one of the many transportation firms 
(either connected with the civil or 
military authorities or other influen- 
tial groups in Kwangtung including 
the guerillas and also the various 
Pirate outfits) and delivery was, 
against a fee, carried out. Imports into 
Kwangtung paid from 15 to 25% of 
the value, insurance fees included. “In- 
surance” means that the transporta- 
tion firms deposit the amount in foreign 
exchange which the exporter in Hong- 
kong states as corresponding to the 
cost plus profit of his cargo, and this 
deposit is to be returned to the trans- 
porter after due arrival of the goods 
in Canton. 

The import quotas allowed to firms 
in Canton by the Export Import Board 
were ignored; there was _ practically 
nothing to buy abroad if merchants 
would have had to rely on the quota 
allocations. Similarly with exports; 
although a better practice was adopted 
with the introduction of so-called ex- 
change certificates which could be 
negotiated freely, the difference be- 
tween the black market and the cer- 
tificate clearance rate was between 25 
to 40% and thus exporters in Canton 
were unwilling to ship their goods out 
without receiving the full or slightly 
less than the full value of their cargo. 
Soon after the “Economic Reform 
Measures” of August 19 were introduc- 
ed more smuggling was observed and 
when the’ “Reform” collapsed, from 
about the middle of October last, un- 
recorded exports and imports became 
the rule. The majority of exports left 
Canton during the latter months of 
1948 without any exchange being sold 
to the Central Bank. 

The abdication of Chiang Kai-shek 
on January 21, was followed by con- 
fusion among the hordes of officials 
and less attention was paid to the ob- 
servance of the innumerable restric- 
tions legislated against the producers, 
manufacturers and merchants. Canton 
was always known for its liberality 
in applying and interpreting Nanking 
regulations and decrees and when 
T.V. Soong was heading the~ govern- 
ment he proved his astuteness and 
sound political sense by making un- 
published agreements with the traders. 
Instead of insisting on the surrender 
of exporters’ bills to the full, 70% were 
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granted, on the whole, freely to ship- 
pers with 30% to be sold, at the clear- 
ance certificate rate, to the Central 
Bank, Imports, on the other hand, 
were not molested with the exception 
of luxury articles—and they entered 
Canton by other routes. Thus the Cus- 
toms at least obtained some revenue 
and merchants were befriended. Smug- 
gling subsequently decreased as it was 
not very necessary any more except 
where excessive import duties were 
demanded. Export smuggling lost its 
importance as the loss in exchange 
earnings for exporters from 30% of 
their bills was smaller than the trans- 
portation firms’ charges. 


But the competition between the 
smugglers, who also must make a 
living, and the authorities in Canton, 
who are anxious to facilitate business 
progress now when the wrath of the 
people is growing more menacingly, 
remains lively; smugglers cut their 
rates and profits and promise better 
service while the authorities try to 
persuade especially the importers, who 
pay duties, to avoid the bad characters 
who deprive the Customs of their re- 
venue, and importers are being ac- 
commodated as regards duty assess- 
ment so as to reduce, in fact, the duty 
payment. 


TRADE WITH KOREA 


Business with Korea is developing 
from month to month and prospects are 
that Hongkong will become Korea’s 
principal entrepot with the non-Ameri- 
can world. Next to the U.S. who by 
virtue of the position of the U.S. Army 
in South Korea enjoy distinct advant- 
ages Hongkong ranks second in com- 
mercial relations with Korea, both 
south and north. The enterprise of 
local merchants is mainly responsible 
for the recent development of trade 
with North Korea, a state which is not 
recognised by other governments than 
the USSR and, probably, by the an- 
thorities in Manchuria and North 
China. 

In 1948 trade with Korea resulted in 
$41.6 million of imports and $58.2 m. 
exports (2% and 3.7% respectively of 
total trade of the Colony). In January 
trade with Korea showed the following 
results: imports from South Korea $2.9 
m., from North Korea $2 m., a total of 
$4.9 m. or 4.08% of total trade; exports 
to South Korea $3.6 m., to North Korea 
$11.2 m.,a total of 14.8 m. or 8.62% of 
total trade of Hongkong. 

Very large quantities of soya beans 
(obtained in North Korea from their 
commerce with Manchuria) and ferti- 
lizer (produced in the Japanese built 
sulphate of ammonia factories) are 
available against a variety of raw 
materials for Korea’s industries as well 
as a limited number of permitted con- 
sumer goods of the essential category. 
Via Hongkong the world at large will 
be able to purchase Manchurian soya 
beans at low prices as North Korea is 
anxious to procure commodities and 
raw materials by way of bartering 
mostly soya beans and sulphate of am- 


monia (a fertilizer which is most popu- 
lar in China and other oriental coun- 
tries). Tens of thousands of tons of 
both commodities are offered in North 


Korea for regular shipment. Local 
dealers’ and exporters’ stocks have 
grown very large and prices conse- 


quently have come down week after 
week. 

In the North Korea trade extraordin- 
ary profits were made by a few lucky 
merchants but losses were also incur- 
red. Not all is gold that glitters—those 
venturesome merchants who thought 
by making a barter deal at their terms 
had to find out that while the actual 
transactions was profitable the expenses 
run up for expensive charter trips had 
put the traders deep into the red. The 
time of waiting for the discharge of 
goods, contracting cargo for export, 
agreeing on the barter basis and load- 
ing has been in many cases excessive. 

The U.S. recognised South Korea as 
a Republic on January 1, after previous 
de facto recognition. ECA have taken 
over the relief and rehabilitation pro- 
gram of the U.S. Army in Korea. The 
authorization for the present program, 
which will be a continuation of the 
general type previously conducted by 
the Army, runs to June 30. 1949. Ft is 
contemplated, however, that a request 
will be submitted to the 81st Congress 
for new legislation authorizing an ECA 
type of program for Korea designed 
to further expand the rehabilitation of 
the key segments of the Korean econo- 
my, build up productive capacity to an 
increasing degree, further imcrease 
Korean exports, and thereby improve 
the balance-of-payments position of 
this new Republic. 
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TRADE NOTES 


Trade with Germany—the three 
Western zones—is gradually improving 
and Hongkong importers of German 
manufactured articles are confident of 
increasing business. The trizonal area 
is now able to supply industrial and 
agricuitural machinery, electrical 
equipment, industrial chemicals, fine 
chemicals and medicines, textiles, glass 
and pottery ware, motor vehicles and 
servicing equipment, rolling stock and 
locemotives, scientific instruments and 
apparatus and a large variety of manu- 
factured goods. Trade agreements 
specifying quantities of goods and their 
value for a period of one year or more, 
mostly renewable and subject to fur- 
ther expansion, have been concluded 
between many countries and the 
Trizone. Most payment agreements 
provide for settling of accounts in US$ 
through an offset account. Hongkong’s 
imports from the Trizone are only au- 
thorised in limited quantities as busi- 
ness with Germany at present is treat- 
ed as of the hard currency category-— 
accounts have to be squared in US$— 
and therefore the local Exchange Con- 
trol is not in a position to grant larger 
sterling transfers. On the other hand, 
exporters of such produce as vegetable 
oil, bristles, minerals are required to 
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sell their bills to Exchange Control and 
if. they also happen to be importers 
consideration is given .that. such ex- 
porters can purchase German commo- 
dities. 


Gunny bags continue to be shipped 
to South Africa with Hongkong mer- 
chants playing a not inconsiderable 
role. In spite of Pakistan’s efforts to 
blockade the Union and deprive the 
trade there of gunny bags there has 
not been any palpable scarcity in South 
Africa. Supplies, via other countries, 
have been regular but South Africa 
importers had to pay considerable 
premia. All nationalities are involved 
in the gunny bag business, even citi- 
zens of Pakistan, from Karachi to New 
York. The control exercised in ~ong- 
kong, a measure of cooperation with 
Pakistan, has’ not been very tight; the 
most favourité means of getting the 
gunnies from ‘here to South Africa was 
by redirecting cangoes when afloat. 
‘Regular and profitable gunny bag ex- 
ports are shipped from here to Korea, 
China, Siam’ and via devious routes to 
Manchuria. 


Taiwan business men. are interested 
in developing more direct trade with 
Hongkong and they have studied the 
opportunities which this entrepot 
offers: With the separation of China 
into two and more parts the authorities 
in Taipeh (Kuomintang) are anxious to 
direct Taiwan’s international trade in 
‘a manner. ,more or less independent 
from the mainland. Taiwan is, in 
many ways, no longer a part of China; 
politically the natives are not in favour 
of continued Chinese administration, 
i.e. maladministration, and a very vocal 
though in numbers indeterminate body 
outside “unliberated .Formosa” cam- 
paigns for the ejection of the “main- 
landers” from the “richest prize of 
Nanking”. The currency of Taiwan is 
managed by the Bank of Taiwan and 
although there are still official rates 
quoted for Central Bank of China yuan 
the Taiwan yen has very little to de 
with the “gold” yuan. Financially, 
Taiwan is already independent of the 
rest of China. Current efforts made to 
put Taiwan trade on a new basis pre- 
sage .also commercial independence. 
The course of. political developments in 
Central China may eventually lead to 
still more economic independence of 
.Formosa, 
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HONG KONG OR HONGKONG 


The official spelling is in two words, 
-the common usage remains however 
“Hongkong” to which this Review 
generally adheres. To spell Hongkong 
in two words is not correct; otherwise 
one would have to write “Eng Land”, 
“Ben Mark’, “Ja Pan”, “Shang Hai’, 
‘Pei Ping”. Linotype operators often 
observe the..form of writing which 
Government Departments and many 
commercial firms prescribe, therefore 
readers will find “Hong Kong” mixed 


aah “Hongkong.” The Editor uses 
e 


orthographically proper form: 
He : 


FAR EASTERN ECONOMIC REVIEW 


March 2 


INDUSTRIAL REPORTS 
Ship Building and Ship Repairing in Hong Kong 


The growth of Hong Kong, like the 
growth of other large ports, has follow- 
ed the advance in the art and science 
of the shipbuilder and the marine en- 
gineer, 

Hong Kong is the centre of a very 
large sea-borne trade, and connects 
with sea routes leading to all parts of 
the world. Hong Kong has kept ahead 
ot the requirements of a seaport and 
has always been in close touch with 
development and progress in shipping 
and ship building. 

In the early days of the Colony, the 
wooden sailing ships were pulled up on 
the beach at high tide by means of 
hand capstans when requiring bottom 
cleaning and repairing. The only dock 
available in this region at that time2 
Was a very primitive mud dock at 
Whampoa. As the port grew, a greater 
number of large ocean going ships 
made Hong Kong one of their ports of 
call, and the need for docking accom- 
modation became evident. 

Facilities for docking and repairing 
have grown steadily during the past 
100 years. In 1844 the first slipway 
was laid down at East Point. This 
slipway accommodated the smaller sail- 
ing ships of that day. Today Hong 
Kong has four slipways and seven 
graving docks, a combination capable of 
taking all vessels up to 780 feet in 
length. 

The two large dockyards, Messrs. 
Hongkong & Whampoa Dock Co. Lid.. 
and Taikoo Dockyard & Engineering 
Co. of Hong Kong Ltd., dock almost 
two million gross tons of shipping per 
year, and repair annually in harbour 
or at the dockyards approximately 7 
million gross tons of shipping. Both 
dockyards are fully equipped with the 
most modern plant for the handling of 
all types of ship, engine and electrical 
repair work. Hull grafting of new sec- 
tions forward. and extensions and re- 
newals amidships up to one third the 
original hull length have been success- 
fully accomplished on quite a number 
of vesels. 

The Hong Kong dockyards, being at 


a considerable distance from sources of 
supply of materials and replacement 
parts, require to be much more self- 
sufficient and self-reliant than dock- 
yards in the United Kingdom. Large 
stocks of steel, timber and a compre- 
hensive variety of other materials are 
carried, so that a very wide range of 
repair work and replacements can be 
undertaken at short notice. There are 
local facilities for the production of 


. forgings up to 20 tons in weight, iron 


castings up to 25 tons and steel cast- 
ings up to 6 tons. 

Extensive berthing accommodation 
and heavy lift cranes are available for 
ships while under repair. 

Modern plant, lifting appliances, and 
plentiful supply of skilled manpower 
result in the carrying out of repair 
work in the shortest possible time. 
Work is carried out under the supervi- 
sion of large staffs of Europeans. 

In the post-war period the dockyards 
have been fully occupied on the re- 
conversion of ships from war to peace- 
time employment and on major repairs 
to hull and machinery of ships after 
war service. 

While the main function of the local 
dockyards has been to provide docking 


and repair facilities for the large 
volume of ships using the port, ship 
and engine building has also been 


carried out on a large scale, and all 
classes of ships from launches to 500’0” 
cargo and passenger ships, with all 
types of machinery -- reciprocating, 
turbine and diesel—have been built. 

All the leading classification societies. 
Lloyds, British Corporation, American 
Bureau of Shipping, Norske Veritas and 
Bureau Veritas have their surveyors in 
Hong Kong so that repairing and build- 
ing of ships can be carried out here 
to meet the full requirements of these 
societies. All necessary Ministry of 
Transport certificates are issued by its 
representative, the Hong Kong Govern- 
ment Marine Department. Ships can 
also be surveved and load lines grant- 
ed by the Hong Kong Government 
Marine Department. 


Aircraft Maintenance In Hong Kong 


The growth of air traffic to and from 
Hong Kong and the establishment of 
Hong Kong as a terminal port for air- 
craft has led to the setting uv locally 
of large establishments for the repair 
and overhaul of aircraft, aero engines 
and all accessories. 

This development has followed the 
rapid post-war expansion of air traffic 
to: and from Hong Kong and in little 
more than a year, the establishments 
have grown from very humble begin- 
nings in temporary huts and improvised 
shelters inte large establishments with 
well-equipped workshops and hangars. 

The two principal establishments are 
the Jardine Aircraft Maintenance Com- 
panu, owned by Messrs. Jardine, 
Matheson 4 Co. Ltd.. and the Pacific 
Air Maintenance d: Supply Co. Ltd., a 
venture in which the principals are 
Messrs. Butterfield 4 Swire, Australian 
National Airways, Cathay Pacific Air- 
ways and the Taikoo Dockyard ¢& 


Engineering Co. Ltd. Both companies 
plan to uncertake a full range of air- 
craft repair work. 

The servicing of planes on arrival and 
departure is undertaken for air lines 
and private fliers using Hong Kong 


airport. 

The activities of these companies in- 
clude periodic inspection and repair of 
aircraft and overhaul for renewal of 
Certificate of Airworthiness, inspection 
and overhaul of all instruments and ac- 
cessories, and the conversion of planes 
for any specialised service. 

The aim of the aircraft maintenance 
companies at Kai Tak is to assist air- 
craft operators in maintaining a high 
standard of efficiency in their fleets. 
leading to smooth running and an un- 
prise eres —— 

w is carried out expeditiously 
by skilled Chinese en under the 
supervision of many expert European 
aeronautical engineers. 
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The 
Hongkong is the largest single em- 
ployer of labour accounting for over 
24% of total industrial labour regis- 
tered in the Colony. Officially re- 


cotton textile industry of 
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Cotton Spinning, Weaving and Knitting Industries of Hongkong 
Mills at present operating are as The Pao Hsing Cotton Mills Ltd., 
follows:— 10,000 spindles, capacity 600 bales. 
South China Textiles Ltd., 5,000 The locations will all be in the New 
spindles, capacity 700 bales of yarn Territories (Tsuen Wan); this area is 
per month, actual output 300 bales. now preferred by prospective factory 


corded at the end of 1948 were the 
following textile mills: — 


a 


6 cotton  spin- 
ning mills with 1,755 workers 
6 cotton teasing 


mills os 33 ” 
1 handkerchief. 
maker __,, 19 ne 
183 knitting mills ,, 5,084 = 
12. shoe lace, 
tapes, thread 
factories ,, 262 a, 
151 weavingmills ,, 6,488 FA 
16 hosiery mills ,, 408 be 
7 cloth = calen- 
derers ,, 110 bi 
25 garment and 
shirt factories ,, 654 


Total number of registered cotton 
textile factories: 395; employed mill 
hands: 12,995. 


A number of ancillary textile indus- 
tries were deriving their business from 
the weaving and knitting industry, 
viz. 13 dyeing factories, and hats and 
buttons manufacturers etc. 


Actually, the number of weaving 
and knitting mills was and _ con- 
tinues to be considerably larger 
than the _ registration figure sug- 
gests; during the peak _ produc- 
tion periods over 800 knitters and 
weavers are in business while the 
number of those mills which applied 
for cotton yarn allocation from Gov- 
ernment stocks totalled 722. The dis- 
crepancy in the registered cotton tex- 
tile factories’ mumber (395) and the 
above figure of 722 is largely due to 
(1) non-observance on part of many 
weavers and knitters of the legal re- 
quirement to register with the Com- 
missioner of. Labour, (2) exemption 
from registration on account of opera- 
tion of a mill without power looms 
and/or employing 20 or less workers. 
There are at least 200 small native- 
type hand loom and _ hand _ knitting 
operators in the Colony — most of 
whom are considered inefficient and not 
competitive under present market con- 
ditions while another 100 or 150 small 
weavers and knitters operate only 
for a few months when sufficient and 
profitable orders are on hand, other- 
wise renting their premises out as 
living cubicles to the poorer class of 
people in the suburbs. 


Cotton Spinning Mills 


At the end of last year there were 
registered in Hongkong 6 mills, as 
above, but by middle of February al- 
ready 8 mills were in full or partial 
operation. Another four mills are 
scheduled to go into: operation during 
this year thus bringing the total num- 
ber of mills up to 12 with a combined 
total of 173,080 spindles, producing at 
full ployment 11,200 hales of yarn 
es i lbs) per ‘month. (Yarn of 
20’s). 


This company was the first to es- 
tablish the spinning industry in the 
Colony; it was incorporated here in 
August 1947, started sample produc- 
tion in March 1948; it is Chinese own- 
ed; located in Kowloon. 


Peninsula Spinners Ltd., 8,000 spin- 
dles, capacity 480 bales per month, 
actual current output 450 bales. This 
Anglo-Chinese owned and operated 
company was the second mill in the 


Colony, starting in May last; located 
in Kowloon. 
Nanyang Cotton Mills Ltd., 15,000 


spindles, capacity 900 bales (of 20’s), 
current monthly output 750 _ bales. 
This Anglo-Chinese mill (of which Mr. 
L. Kadoorie is chairman of the Board) 
was the third in the field of cotton 
spinning mills and the first in operat- 
ing a combined spinning-weaving en- 
terprise (possessing 200 fully automa- 
tic power looms); the mill started off 
in June last, located in Kowloon. 


Wyler Textiles Ltd., 25,000 spindles, 
capacity 1,500 bales of 20’s yarn, cur- 
rent monthly output 600 bales; the 
owners are Shanghai industrialists; 
production started in early autumn; 
located in Kowloon. 


Hongkong Cotton Mills Ltd., 35,000 
spindles (the largest enterprise of its 
kind in the Colony). capacity 2,220 
bales of 20’s yarn, estimated monthly 
output this spring 2,000 bales; the 
shareholders are the same as in Penin- 
sula Spinners Ltd.; production started 
in November; located in the New Ter- 
ritories (Cheungshawan). 


South Seas Textile 
Co. Ltd., 30,000 spindles, capacity 
2,100 bales, current output 150 bales 
per month; Shanghai industrialists 
having established the mill, located 
in the New Territories (near Brewery). 

Oriental Spinning Mill, 10,000 spin- 
dles, capacity 600 bales. current out- 
put 240 bales; located in Kowloon. 


Lee Tai Cotton Mill, 5,040 spindles, 
capacity 300 bales, current output 
250 bales; located in the New  Ter- 
ritories (Shatin). 


The last two named mills were 
starting operations in January 1949. 

Total number of spindles installed 
or to be installed shortly in the above 
8 mills: 133,040; capacity 8.800 bales 
of 20’s yarn, current monthly output 
4,740 bales (of 400 lbs each). 

The four new cotton spinning mills 
are :— 

Kowloon Textiles [Industries Ltd., 
with 20,000 spindles and a capacity 
of 1,200 bales per month. 


The “Hangchow No. 1” mill (name 
not yet decided by owners) and the 
Dah Fu Cotton Mill, each with 5,040 
spindles (capacity 300 bales per month 
each mill) 


Manufacturing 


Owners On account of its relative 
proximity to the city and adequate 
electric power supply being assured. 
It is unlikely that Government will 
permit another factory to be establish- 
ed in the agricultural parts of the New 
Territories. 


The combined number of spindles 
of the 4 prospective mills is 40,040; 
capacity 2,400 bales of 20’s yarn. 


Total capital investment (land, 
buildings, machinery) of the 8 mills 
is about $150 million; already invest- 


ed by the 6 operating mills about 
$120 million. 
Total number of workers in the 


spinning mills will be between 5,000 
and 6,000. Current employment in 8 
mills exceeds 2,100 (as production of 
yarn is only 54% of capacity). 


Raw cotton imports required for 
the spinning of 4,740 bales of 20’s 
(current monthly production) should 
amount to 5,332 bales (of 400 Ibs). 
(Production of 400, lbs of 20’s yarn 
requires about 450 lbs of raw cotton). 
At full ‘capacity, ie. 8,800 bales of 
yarn, local raw cotton import require- 
ments would be 9,900 bales (of 400 


lbs). At present one pound of Pakis- 
tan raw cotton costs $1.80, con- 
sequently the import of 9,900 bales 


(3,960,000lbs), would cost $7% million 
per month; the capacity output of 
8,800 bales of cotton yarn would value, 
at the current average price of $1,300 
per bale of 400 lbs, approx. $114% mil- 
lion. Yarn production in Hongkong 
is profitable particularly in view of 
the fact that weaving and knitting 
mills desire to take up what is pro- 
duced because of the good local 
quality of yarn and also on account 
of the Imperial Preference duties en- 
joyed when shipping to Empire mar- 
kets locally manufactured cloth and 
knitted goods made of yarn spun in 
the Colony. 


The requirements of yarn by local 
knitting and weaving factories are as 
follow:— 


Peak monthly requirement in 1947 
was 8,000 bales; in 1948 monthly off- 
take fluctuated between 3,000 to 6,000 
bales; at present about 5,000 bales are 
required per month. 


As the spinners produce now 4,740 
bales. of 20’s the requirements of 
the weavers and knitters are prac- 
tically covered. By the end of 1949 
local spinners should’ turn out at 
capacity operation 11,200 bales—while 
capacity consumption of yarn locally 
should not exceed 8,600 bales. Hong- 
kong cotton spinning mills will turn 
in the near future to the promotion 
of yarn exports; as more mills are 
establishing their own weaving depart- 
ments the cost of production of cloth 
should decrease to such extent. as to 
make the local product competitive 
abroad. 
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Problems of the cotton mill owners, 
who pioneered an entirely new indus- 
try in postwar Hongkong, include: 
adequate recruitment of skilled mill 
hands; matketing difficulties on ac- 
count of high cost of production; for- 
eign competition. As regards labour, 
the training of mill hands progresses 
although not with the required speed: 
about one third are skilled hands, 
mostly brought down from Shanghai, 
the rest are locally or Kwangtung re- 
cruited unskilled or semiskilled men 
and women. Working hours are 
limited to 8 per day, and there are two 
shifts; wages range from $150 to 300, 
and board aad lodging at the expense 
of the company (approx. $4 a day 
being calculated by the mill owners 
per worker); in many cases mills pro- 
vide dormitocies. 


The problems of marketing and 
meeting foreign competition are bound 
up with the high level of prices in the 
Colony; it is particularly the excessive 


charge for rents which necessitate 
higher wages here and only if the 
housing saortage is rectified or 


management provides cheap or gratis 
quarters for its workers can lower 
production costs be looked forward to. 
In relation to China and Japan local 
wages are very high but:so is the cost 
of living. Local cotton mills operate 
efficiently but cannot overcome the 
hurdle whigh is baffling also other 
manufacturers in the Colony and 
which can only be removed if there 
sats in a drastic decline in living costs. 


Raw cotton supply is easy; Pakistan 
and Indian staple are in good demand, 
U.S. cotton is available and so is cot- 
ton from Egypt and Brazil. Mill 
owners would’ desire to obtain US$ 
at the official exchange rate from 
Government and they also. press for 
sterling transfers to countries which 
the U.K. Treasury must still regard 
as in the hard or semi-hard category. 
Here is a free exchange market but 
it works for the benefit of the ex- 
porter and not the importer. Cotton 
importers would therefore advocate 
larger earnings of the Exchange Con- 
trol without realising what a howl 
that would draw from the exporters 
generally. On the whole, however, 
cotton importers have rarely reason 
to complain that sterling transfers 
have not been granted; but the al- 
location of US$ at the official rate is 
out of the question as the funds at 
the disposal of Government are far 
too small ‘n accommodate raw cotton 
importers. US cotton is considered 
most suitable for the leading local 
(and China) yarn product, 20s; 
Brazilian cotton is the quality requir- 
ed for spinning 32’s, however, only 
about 10 to 12% of total yarn produc- 
tion here is 32’s the rest all 20’s. 


(Higher counts of yarn are in insig- 
nificant demand). 

The establishment of the cotton 
spinning industry in postwar Hong- 


kong was long overdue; before the war 
there were many promoters  inves- 
tigating local conditions but their and 
other people’s plans came to fruition 
only as from middle of 1947, Further 
progress of this industry in Hongkong 
is expected. 
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It is erroneously believed by  unin- 
formed people that the mills establish- 
ed themselves here because of the 
civil war and the general corruption 
and insecurity in China; while every 
kind of enterprise was, naturally, 
disinclined to invest anything in China 
under present conditions, Chinese and 
European financial and industrial in- 
terests were attracted, as were mer- 
chants and business men, by the 
stability, good government and com- 
parative absence of official inter- 
ferences prevailing in this British 
Colony. But even in case of more 
secure conditions existing in China, 
traders and manufacturers would :find 
the opportunities of* Hongkong more 
conducive to the pursuit of business. 
Hongkong had before the war a 
flourishing weaving and knitting in- 
dustry and it was only logical to ex- 
pect a number of spinners to set up 
their mills in the Colony, or to 
combine the operations of a spinner 
and weaver. The 8 cotton mills now 
producing here are all new enter- 
prises and none removed, as was al- 
leged by some political propaganda, 
from Shanghai. It is true that many 
manufacturers, foreign and Chinese. 
in Shanghai would have liked to shift 
their operations to a more congenial 
scene but the Nanking authorities 
never permitted the shipment of 
capital goods out of the country. 


Cotton Weaving & Knitting Mills 


The current production of cloth and 
knitted goods is as follows (per 
month):—cloth 315,000 yards (40 yards 
to a piece of cloth, weighing 12 lbs); 
singlets 145,000 dozen; socks (medium) 
178,000 dozen pairs. Production is 
only 75% of capacity as far as cloth 
is concerned, and only 33% of capacity 
of knitted goods. This situation of 
undereapacity production continues 
since last spring. 


During 1948 the production of cloth 
was about 60 million yards while 
capacity production should have ex- 
ceeded 85 million yards. Since new 
power looms are about to come into 
operation the capacity of cloth produc- 
tion in 1949 will be between 90 to 
100 million yards. If sufficient foreign 
orders arrive here the Colony’s weav- 
ing and knitting mills can produce 
per month: 407.000 yards of cloth; 
431,000 dozen singlets; 530,000 dozen 
pairs of socks (men’s medium size). 


The cotton yarn requirements for 
maintaining capacity production would 
amount to 1,835,565 lbs of yarn for 
weaving, and 1,605,735 lbs of yarn for 
knitting factories, a total of 3,441,100 
lbs or 8,602 bales or 1,564 metric tons. 
However, actual requirements of cot- 
ton yarn are only 2 million lbs per 
month (5,000 bales or 909 tons). 


Against the production situation in 
autumn 1948, the current output has 
somewhat improved, about 5%. Knit- 
ters and weavers, particularly the 
former, are anxious to increase their 
aggregate output and place great hopes 
on the success of the British Indus- 
tries Fair for promotion of their ex- 
port business. 


March 2 


The current position as regards con- 
sumption of cotton yarn by knitting 
and weaving factories numbering 
about 722 is as follows: 

Capacity yarn requirements of fac- 
tories, per month, in pounds:— 

(1) Weaving factories possessing 
together 3,275 electric power looms 
and 6,580 hand looms, a total of 9,855 
looms. 

3,172 power looms (cloth) 1,125,180 lbs 


103 fr se (towel) 23,175 

6,457 hand ,, (cloth) 677,985 

123 pe os (towel 9,225 
7h 1,835,565 lbs 
(Note: power looms require per 


month 315 lbs of 20’s yarn for cloth, 
and 225 lbs for towel making; hand 
looms require per month 105 lbs of 
yarn for cloth, and 75 lbs for towel 
making). 


(2) Knitting factories: 


1,303 rotary, circular 
interlock fs was Js 1,094,520 lbs 
723 hand knitting 
machines). -<Rac.ct 202,440 
1,041 hand hosiery 
machines ........ 46,845 
911 power hosiery 
machines «n).0. sae: 218,640 
1,353 shoelace machines 40,590 
120 ribbon, tape 
machines » porta. 2,700 


1,605,735 lbs 


(Note: rotary etc. knitting machines 
require per month 840 lbs of 20’s 
yarn; hand knitting machines 280 Ibs; 
hand hosiery machines 43 lbs; power 
hosiery machines 240 lbs;  shoe-lace 
machines 30 lbs; and ribbon or tape 
machines 22% lbs of 20’s yarn). 

Total requirement for actual opera- 
tion is now about 1.4 million lbs of 
yarn for weaving mills, and about 
550,000 lbs for knitting mills per 
month. 

The latest additions to Hongkong’s 
power looms were 100 fully automatic 
looms installed last November in the 
factory premises of the South China 
Textile Ltd. who now operate a pro- 
fitable’ weaving section (purchased in 
the U.S. as used machinery); and 400 
fully automatic power looms, Northrop 
which were bought by another cotton 
mill for early installation. These 400 
looms are new, cost each £280, and are 
the latest’ achievement of British tex- 
tile machinery engineers; one man is 
only required to take care of 6 
Northrop looms, -the daily maximum 
production being 85 yards but locally 
they will be operated for a daily 10 
hour period producing 42% yards of 
cloth. More cotton spinning mills will 
instal in the future weaving machines 
thus reaping considerable profits in ad- 
dition to selling yarn to local weavers 
and knitters and to overseas markets. 
The small hand loom operating weavers 
will sooner or later have to leave the 
field to mechanised production. 


Many of Hongkong’s spinning and 
weaving mills are among the most mo- 
dern in the world; the new orders for 
spindles and power looms when arrived 
should further contribute to the effici- 
ent production of locally made cotton 
textiles. 


: 


a 
gee 


1949 


Weaving and knitting factories are 
now well supplied with. yarn both from 
domestic mills and from Japan, Italy, 
Shanghai, U.K. etc. The period of yarn 
shortage is definitely over and no allo- 
cations and Government imports will 
be required, During the anxious time 
of extreme shortage and delay in de- 
liveries Government (through Dept. 
Supplies, Trade & Industry) rendered 
One of the most useful services to the 
community and, in particular, the local 
textiles industry; large quantities of 
yarn were brought here, at first from 
Japan, later from Shanghai and Italy, 
and sold on an equitable basis to the 
factories at a low fixed price. So eager 
was Government to keep the textile 
mills going that in an_ increasingly 
easier market, with sellers bidding the 
competition’s prices down, orders were 
placed for sizeable quantities. When 
the price level receded Government 
found itself caught with a large lot of 
Japanese and Italian yarn which could 
only be disposed of by taking a loss. 
There are still some 12,000 bales of 20’s 
yarn (8,000 of Italian, and 4,000 of 
Japanese origin) in the S.T. & I. go- 
downs waiting for best offers. The 
Italian yarn may fetch $1,250, the Jap- 


anese yarn $1,325 per bale. 


Exports of locally made cloth and 
knitted goods have been undisturbed 
by the unrest in many countries in the 
Far East. The reputation of Hongkong 
made cloth, underwear, hosiery and the 
like is well established in Near Eastern 
and British African markets. Preferen- 
tial treatment by way of lower import 
duty payment of local textiles, provid- 
ed that they can qualify as Empire pro- 
ducts, prove a great help tc expansion 
of overseas business. ‘Local consump- 
tion of towels, hosiery, Chinese dress 
materials, shorts, underwear made in 
local factories has been on the upgrade 


A seasonal improvement is generally 
expected; the largest single order which 
has ever been placed here has recently 
gone into production at local knitting 
mills; 500,000 dozen of vests and other 
underwear have been ordered by Indo- 
nesian importers. Considering that the 
capacity production here is 430,000 
dozen per month, and that during the 
last few months of 1948 on the average 
only 144,000 doz. were produced, this 
order should stimulate the industry as 
well as the trade. 


In the Shanghai and to a lesser ex- 
tent Canton weaving industry the local 
manufacturers see the most inauspicious 
competition. As Chinese mills are 
generously supplied with E.C.A. cotton, 
paying below world market prices to 
the Nanking authorities in depreciat- 
ing “gold” yuan, Shanghai shippers 
(mostly the Nanking regime's business 
set-ups) can underquote any offers from 
other sources. The E.C.A. grants thus 
tend to upset the conduct of business 
on equal terms. Japanese cloth is also 
considerably cheaper than Hongkong 
textiles but this competition is of old 
standing; besides Japanese fabrics have 
secure markets where it is difficult to 
1epla¢e them. Japan remains the Far 
East’s principal textile supply source. 
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Hongkong Industries at the 
British Industries Fair 


About 95 local industrial and com- 
mercial enterprises are exhibiting at 
the forthcoming British Industries 
Fair in London (May 2—13). Among 
the Hongkong manufacturers exhibit- 
ing samples of their goods. are pro- 
ducers of the following articles: —hog 
casings, egg products, feathers; em- 
broideries, napery, drawn work, lin- 
gerie; embroidered slippers and shoes; 
rubber shoes and rubber tires, toys, 
rubber boots, bands; Manila rope; 
pencils; silver charms; mother of 
pearlware; fish hooks; menthol crys- 
tals; peppermint oil, refined pepper- 
mint, camphor, borneol; perfumes, 
toilet articles, soap, hair pomade; silks 
and silk goods; electric torch cases 
and bulbs, auto bulbs, cycle lamps, 
bulb caps, flashlights; enameiware, 
aluminium utensils, sewing needles. 
wood screws, nails, tacks, watch 
bands, badges, buckles, toys of metal- 
ware, wire nails, hinges, cycle lamps, 
all kinds of hardware; wood carvings, 
camphor wood chests; red bricks, hol- 
low tiles, rattan; paints and lacquers; 
cotton piece goods, knitted goods, un- 
Cerwear, shirts, clothing of cotton and 
silk, dyed cotton cloth and jeans; hur- 
ricane and oil pressure Janterns, char- 
coal irons, electric irons; vacuum 
flasks: men’s felt hats; Edibles:—pre- 
served ginger and fruits, soy and can- 
ned goods, bean curd, tea, noodles and 
vermicelli, seasonings and condiments; 
nut buttons, press and leather buttons. 


eyelets; watch bands; steel bars, locks: 
oil pumps; caustic soda, bleaching 
powder, hydrochloric acid; umbrellas: 
ete. 

The Far Eastern Economic Review 


is occupying two stand spaces and will 
distribute a large number of copies to 
merchants visiting the Hongkong 
stand. Leaflets will also be distribut- 
ed. The various issues at the disposal 
of traders at the B.I.F. should supplv 
adequate commercial and_ industrial 
information to inquirers who will have 
a selection of most of the issues 
published from January to April 1949. 


Many local commercial firms are 
exhibiting posters showing their agen- 
cies and explaining the kind of  ser- 


259 


vices they can render for the purchase 
and sale of manufactured goods and 
native produce. Several firms are not 
exhibiting their goods or displaying 
the names of agencies but ure sending 
vepresentatives to attend at the B.LF. 


Hongkong Government 
London 


Agent in 


Mr. E.G.A. Grimwood, London agent 
of the Hongkong Government, left for 
England on February 25th by B.O.A.C. 
He has been in Hongkong since 
January 13 and has been occupied with 
making arrangements for the Colony’s 
participation in the British Industries 
Fair. Mr. Grimwood has also been 
engaged in a survey of the possibili- 
ties of Hongkong as a manufacturing 
centre, 


The new address of the London of- 
fice of Hongkong Government is: 
Grand Building, Trafalgar Square, 
ie W.C.2 (Telephone: Whitehall 


Mr. Grimwood will welcome visits 
from businessmen when in Great Bri- 
tain, and will endeavour to assist them 
in arranging contacts with United 
Kingdom manufacturers. If possible, 
advance information on requiremen‘s 
of visitors should be sent to the Lon- 
don office. 


The Exhibition 


Britain has long been the world’s 
greatest customer; she has led the 
way in the export of manufactured 
products. By initiative in modern re- 
search, and with experience of com- 
merce with other nations, her indus- 
trial production has become greater 
and more varied than ever in history. 
Renowned for the quality of her work, 
Britain has applied new technique to 
her famous industries. By enterprise 
in fresh markets she has achieved re- 
cord deliveries and export production 
still expands. To keep in touch with 
these developments great numbers of 
the world’s principal buyers are mak— 
ing visits to Britain. 

Every year, from 
countries, trade buyers 
British Industries Fair. The Chamber 
of Commerce in Birmingham, and 
manufacturers from every part of Bri- 


over a hundred 
gather at the 
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tain, join with the Government of the 
United Kingdom to welcome them. At 
BIF 1949, from 2-13 May, 3,000 ex- 
hibitors will display the latest develop- 
ments in thirty groups of allied trades. 
The leading men of international com- 
merce will attend the world’s greatest 
essembly of national products. 


As the British Industries Fair is a 
national trade fair, only manufacturers 
whose factories are located in the 
United Kingdom may exhibit; in a 
special group at the London: section 
of the Fair, Commnowealth Govern- 
ments also organise information of- 
fices and displays of produce. 

For the convenience of buyers, more 
than 3,000 exhibitors have been divid- 
ed into thirty groups of closely allied 
trades. Assisted by the catalogue and 
plan, a visitor can immediately find 
the products in which he is most in- 
terested, and he can make quick com- 
parisons within each trade group. 

In 1949 the Fair includes a_ special 
display by the textile and clothing in- 
dustries, which may be expected to 
surpass the successful demonstration 
of 1947. This major display cannot 
be repeated annually on so compre- 
hensive a scale. 

The Hongkong Party to the British 
Industries Fair will travel on the 
“B.LF. SPECIAL”, a _ four-engined 


“Solent” flying boat which is being 
brought specially to Hongkong by 
the British Overseas Airways Cor- 


poration. Over thirty Hongkong busi- 
nessmen and women will be leaving on 
the “Solent” to visit the B.ILF. This is 
the first time that any British Colony 
has organised a “flying visit” to an in- 
dustrial fair in the United Kingdom. 


HONGKONG LABOUR UNIONS 


Registration of labour unions is slow; 
at the end of last year a total of 114 
unions with over 73,000 members had 
registered with the Registrar of Trade 
Unions under the provisions of the 
Trade Unions & Trade Disputes Or- 
dinance which became law on April 
1, 1948. During January and the first 
week of February this year another 
43 unions registered, bringing the 
total of trade unions’ registrations up 
to 157. 

Many trade unions are associations 
of merchants and manufacturers and 
employers of labour generally. Their 
membership is small compared to the 


industrial labour unions. There are 
furthermore also unions of people 
whose classification is difficult, e.g. 


riksha pullers. (Possibly, communica- 


tion workers). 


The total number of labour and 
trade unions and associations in Hong 
Kong was estimated last year at 418 
which figure includes mixed guilds, 
labourers’ recreation clubs, employ- 
ment agencies for unskilled labour 
and seamen etc. To judge by the total 
number as_ registered at February 7 
this year, the response by proper 
Jabour unions has been _ unsatis- 
factory. Originally, all trade unions 


FAR EASTERN ECONOMIC REVIEW 


FAR EASTERN ECONOMIC 


REVIEW 

at the 
BRITISH INDUSTRIES FAIR 
The Far Eastern Economic 


Review is sharing in the display of 
Hongkong products and Kiongkong 
commercial firms at the British 
Industries Fair. A stall has been 
taken and a large number of 
copies of the Review will be avail- 
able for’ distribution among 
visitors. Particular care will be, 
exercised to see that each copy ” 
reaches only those who are inter- 
ested in the B.I.F. from a business 
point of view. 


Several issues of the Review 
will be sent to the B.I.F., the first 
batch containing issues of Febru- 
ary and March will leave Hong- 
kong by surface mail together 
with the industrial and commer- 
cial exhibits from local com- 
panies; a further quantity of 
copies to be published during 
April will be sent by air to the | 
B.LF. 

As a result foreign merchanis 
will be able to obtain useful in- 
formation about Hongkong and all 
Far Eastern countries, together 
with an insight into trading con- 
ditions and regulations, air trans- 
port and shipping facilities, as 
well as an understanding what 
makes Hongkong the great com- 
mercial centre of the Far East. 


x z % * * * * 

A certain amount of advertising 
space in the issue of April 14 
is still available. Copy should be 
sent in not later than March 31. 
For enquiries write or telephone 
the Manager, 322, Queen’s Build- 
ing, Tel. 32429. 


S 


were required to register before 
October 1948 but subsequently the 
time limit has been prolonged. Many 
new trade unions have formed since 
the Ordinance was passed by Legisla- 
tive Council (March 10, 1948) and the 
process of new organisation continues. 
There are many odd names of unions 
appearing and the number of mer- 
chants and factory owners now com- 
bining is steadily growing. 

The Employers’ Federation was in- 
augurated here last April 19 with 77 
member firms. Meanwhile the number 
of members has somewhat increased. 


No progress has been made with the 
organisation of Labour Federations; 
much agitation was going on for 
several months for the establishment 
of two federations, one affiliated with 
the Kuomintang, the other with the 
Chinese Communist Party, The matter 
of labour—in contrast to general 
trade—unions is not well handled in 
Hong Kong. The situation as regards 
the process of registrations and federa- 
tion of unions requires official ex- 
planation. 
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Hongkong’s Rubber Wares. 
Industry 


Prospects for the local rubber indus— 
try appeared to be very favourable at 
the commencement of: last year parti- 
cularly as it seemed that the United 
Kingdom market had been reopened 
to the Hongkong manufactured Rubber 
Canvas Footwear, and factories made 
provision for the manufacture of the 
orders totalling approximately 214 
million pairs booked towards the end 
of+s Dfficulties arose due to the 
insistence by H.M. Customs that no 
footwear was to be shipped from Hong- 
kong until they had first approved of 
the various factories’ costings, which 
meant that manufacturers had to run 
the risk of making substantial quan- 
tities of footwear, at very great cost. 
on the offchance of being permitted 
to ship the footwear at a later date, 
quite apart from the fact that the 
inevitable delay in shipment would 
have resulted in the cancellation of 
the orders, since the footwear had to 
arrive in the United Kingdom prior to 
the Summer season. 

Considerable negotiation took place 
and with the assistance of the Depart- 
ment of Supplies, Trade & Industry, 
and the Hongkong Government Re- 
presentative in London, Mr. E.G.A. 
Grimwood, H.M. Customs _ eventually 
granted a concessional period of three 
months on the understanding that fac- 
tory costings would be submitted for 
examination in London as soon as pos- 
sible after completion of shipments, 
which if approved, would ensure con- 
tinuity of shipments of Hongkong foot- 
wear in subsequent periods. 

Later in 1948 orders for  ap- 
proximately 640,000 pairs (value £320,- 
000) of Winter Footwear, that is Rub- 
ber Boots of various types, were re- 
ceived and H.M. Customs were pre 
vailed upon to grant a_ concessional 
period of three months similar to the 
concession allowed for the Summer 
footwear. 

Local orders and orders from other 
markets continued on a limited scale, 
but even with these orders combined 
with the business from the United 
Kingdom, the industry did not reach 
capacity. 

Imperial Preference Requirements: 
Little progress has been made in the 
past year to satisfy H.M. Customs’ 
requirements, due to various. cir- 
cumstances, and there is yet no certain- 
ty that the Hongkong manufactured 
footwear will qualify for Imperial 
Preference. This position has been 
causing anxiety to all interested in the 
trade, and while considerable negotia- 
tion is still being undertaken, the in- 
dustry views the future position with 
uncertainty. 

Orders for the Summer trade in the 
United Kingdom have already been re- 
ceived, but manufacture and shipment 
will be held up pending a settlement 
of this question. 

British Industries Fair: The Hong- 
kong Rubber Manufacturers together 
wih the Hongkong Association of Rub- 
ber Footwear Exporters and Hongkong 


1949. 


Association of Footwear Importers in 
London, are exhibiting at the British 
Industries Fair. A comprehensive range 
of locally manufactured rubber boots 


are being forwarded to the London 
exhibition. 
Production: In order to maintain 


continuous production throughout the 
year, it is necessary for the local rub- 
ber factories to-produce at least 30,500 
Pairs a day, with more than 4,300 
workers employed. 

There are at present 55 factories 
and workshops registered in the Colony 
as producers of rubber shoes and 
rubber wares. Labour employed in 
these factories totalled by the end of 
last year 4,427, approx. 7% of Hong- 
kong’s registered workers. The unre- 
gistered workshops are mostly produc- 
ing toys, soles and inner tubes for 
bicycles. There are 3 or 4 modern and 
well-equipped rubber factories in Hong- 
kong turning out high quality rubber 
canvas shoes which are appreciated 
in the Far East and other countries 
Overseas for stylish appearance and 
durability. 

The registered 4,427 factories are 
sub-divided into 4 factories producing 
tyres, employing 27 workers; 2 fac- 
tories producing rubber soles. employ- 
ing 29 workers; end 49 additional 3 
factories produce boots and shoes using 
partly rubber for soles. 


TAIKOO SUGAR REFINERY 


The Taikoo Sugar Refinery, which 
was damaged during the invasion of 
Hong Kong in. the last world war, is 
now being rehabilitated with the 
installation of modern machinery, and 
will recpen for the production of sugar 
and syrup, ete., next spring. Before 
the war China consumed large quan- 
tities of Hongkong refined sugar and 
the trade mark of Taikoo (Messrs But- 
terfield & Swire) was highly ap- 
preciated for reliability of the product. 
Sugar cubes from the local refinery 
were the favourite with the Shanghai 
public. When the refinery here gets 
into its stride imports of refined sugar 
will nce longer be necessary, the local 
population having heen used to Taikoo 
sugar for many years. The operation 
of the Taikoo sugar refinery will also 
substantially increase the export poten- 
‘tial of the Colony. 

Before the war locally refined sugar 
had to compete on Far Eastern mar- 
kets with Java sugar which is con- 
trolled by a government organisation, 
and to a lesser degree with sugar ex- 
ports from the Philippines (only  in- 
sofar as there was surplus production 
in the Islands which could not be taken 
up by U.S.), and sugar from Japan. 
Since Taiwan has passed, for the time 
being, under Chinese administration 
and the domestic requirements of 
Japan are heavier than prewar, there 
will be no significant resumption of 
Japanese sugar exports for some time. 
On the other hand, China being in 
urgent need of foreign exchange has 
been pushing sugar cane production 
in Taiwan. There is also relatively 
large cane production in Kwangtung 
with the cane being crushed by the 
provincial mills mostly for domestic 
consumption. 
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HONGKONG AERATED WATER 
PRODUCTION. 


There are 8 factories in Hongkong 
producing aerated water and_ soft 
drinks, the principal factory being 
owned by A, S. Watson & Co. Ltd., a 
public company whose shares are 
actively traded on the local Exchange. 
The company operates at present one 
plant on the Island but preparations 
for the opening of a new plant, in 
Kowloon, are far advanced with pro- 
duction expected around April. Up- 
to-date machinery and equipment 
have arrived and will shortly be in- 
stalled as the modern factory building 
is nearing completion. The existing 
plant has been producing at capacity 
during the hot season, that is for 
about 6 months out of the year, while 
output during the other half of 1948 
was higher than in any previous year. 
The cost of the new plant is estimatéd 
at $3 million. Watson’s aerated waters 
are the local population’s favourite 
with exports to neighbouring countries 
limited due to the high local consump- 
tion and the inability of the factory to 
increase its output. What will be pro- 
duced in the new plant in Kowloon 
may to a large extent go towards 
meeting insistent demand from foreign 
markets, 

Next in importance are the local 
bottlers of Coca Cola, that ubiquitous 
beverage. The American firm, doing 
business here under the style of 
Hongkong Bottlers Fed. Inc. U.S., have 
established, at considerable expense, a 
modern bottling plant next to the 
Taikoo dockyards. Other local manu- 
facturers of soft drinks have enjoyed 
excellent business in 1948 but their 
products have not won general re- 
cognition. 


Motor Vehicles in Hongkong 


The number of motor vehicles of 
every description imported into Hong- 
kong increased greatly last year. the 
number of registrations at the end of 
December 1948 being 10.051 as compar- 
ed with 7,567 in December 1947, or an 
increase of 33 per cent. 


For purposes of comparison, registra- 
tion figures are given below for 1946, 
1947 and 1948, as well as new registra- 
tions for January 1949:— 


January 
1949 1948 1947 1946 
Motor Cars: 

Private Bue 161 5758 3986 1324 
Public avis — 633 615 195 
Motor Cycles 4 756 471 168 
Motor Buses . LOM 22587 146 77 

Motor Lorries: 
Private 1 581... 489 — 
Public 9 1392. 1332 —_ 
Government a s 
Vehicles Abii DLO Los 
189 10051 7567 2901 


The favourite makes of motor 
vehicles in Hongkong are Hillman 293, 
Vauxhall 233, and Austin 207, followed 
by Morris 189, Ford B 149, Buick 139, 
and Standard 135. A list of registra- 
tions from January 1948 to January 
1949 follows:-—- 


ERAN sas Mo «mittee rg eee 293 
‘Vieachall «ae aeeuncians s.acdetoaenieeran 233 
ALS tT” Dhoni eaters er Ree ee 207 
MOPS. Tait ilenttiicw mecha ote eee 189 
ROY GENES ote saloss, phncxaly. aie Hane Sc 149 
Bucks e iia se binyc sacha Pes, aero eee 139 
Standard’. Totws snares ee eee 135 
Chevrolet “acoso: cence 54 
DOGES gases ots oe eee 53 
MerGUny, gittiers «cave aap meee 5C 
Oldsmobile. '=23 crcmr ncaa eee 42 
Ponti goer. nila:c5re canes piouamerteean 40 
Sunbeam) Talbote ccc .cmen coe 40 
PLYMOUTH cere -e aloe eee eoaren oe 39 
Studedaker = eee eee 38 
GY Sle Pitre ann Scicis ye cae Lee 3 
FOTO Sian ecole nicks Gee en eee ap) 
WolSQle yeas ccctnancne, cite haere 32 
De-SOtO ses ausis scabecstes archi oe 30 
Ord ZA roo: steele chanted repens 28 
Why, Ge ear cibors Srslis's otetors ava tue vate 26 
FOLSOM & ca cere. Stegner pore ee 25 
UME) “Siwy agen Sete eee 25 
Cadwlace’y. ister crskircotewa eee 23 
CHTOCM is « ciozeyese apecareuecn shee wae eae 23 
De SOU) > fis secaincae acs eee 21 
THINCOM Fasc suazecuee Midsomer ates 18 
NOSie tie a suse orecnc siemens apse rcane 15 
PUdSOn once etn ates areca 13 
b 61 Oi See Re ote Grade tert oulinge tic 13 
Crosley ™ samc oo. eine ae cee 11 
Riley Topas ca sis tile os eise ccmmeteeets 11 
Packard: oats. oie nese aoe 8 
Wanehester 7927 <a... <terpae eo aeotaenerels 6 
THIMMpPH! 2265 Syste ae terete 6 
SAL UAL isc, ter cieeenetnes canteen nen eet cats 5 
Armstrong Siddeley ............. 4 
Bey dees Benen iN Doe Gynec soapr car aoe, ete 4 
Sinwer mer wk | lobe aterewieeson crete 4 
Frazer Manhattan ...........-+> 3 
Peugeot site vate teste cote oe cclete aee iS 
REMAULG Ts ccs eine onsen tent rae ee det 5) 
Bradford” (eee ais Tee 2 
Daimler 342.0. eee 2 
Bentley ink ot oc oe sh temeeerent ees 1 
Delangesd Esitech cre mametgeyse 1 
POO Havok Hel: RR comet eure ete haere te ations 1 
KESiSGre 22 fe Sc cistls ober tates) 1 
Morgan: (pita -cnce ae ecisne rele si 
Rover so, pole tis Ue ie os: Se 1 


The large number of automobiles and 
other motor vehicles in the streets of 
Hongkong testifies to the high degree 
of prosverity which the local povula- 
tion enjoys. When the war ended there 
were practically no motor vehicles left 
in the Colony and everything had_ to 
be imported from America and the U.K. 
during the ensuing years of peace. 
What the Javanese found uvon occupy- 
ing Biongkong at the end of 1941 was 
either shinned away bv them for 
vehicle requirements elsewhere or was 
so badly handled that hardly one usable 
motor car existed in September 1945. 


though rices for motor cars In 
foe AG at of 1947 were high and 
were difficult to procure Hongkong, by 
virtue of its free exchange market 
operation, was fortunately able to 
place orders in the USS. from where, 
immediately after the termination of 
hostilities, a number of cars, although 
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HONGKONG EXCHANGE CONTROL REGULATIONS 


(1) GENERAL EXCHANGE 
CONTROL OUTLINE 


(1) Dealings in currencies quoted by 
Bank of England 


_ Banks are permitted to deal in all 
foreign currencies which are officially 
quoted by the Bank of England and all 
transactions in these currencies should 
be on the basis of the rates of exchange 
fixed in London and the current Hong- 
kong Dollar Sterling rate. Cover in 
these currencies may be obtained 
through London and banks are per- 
mitted to sell or buy interbank but 
positions should not be covered in New 
York against United States currency 
with the exception of Philippine Pesos. 


with some delay, could be shipped out. 
Slowly the ranks of the depleted pri- 
vate, hire and taxi motor cars filled up 
and by summer 1948 the streets of 
Victoria became increasingly congested. 
The Traffic Police was confronted with 
a major problem of how to park cars 
in the business centre and regulate 
traffic especially during rush hours. 


At present, every 230 persons in 
Hongkong own a motor car and every 
150 persons own a motor vehicle as de- 
tailed above. Hongkong possesses re- 
latively by far the largest number of 
motor vehicles of all countries in the 
Far East. 


A saturation point has been reached 
several months ago. Public cars and 
taxis are enjoying excellent business 
but no additional numbers, for some 
time, should be imported for local use. 
Private car owners are still increasing 
as cheaper models are offered from 
several countries which now makes it 
possible for most of the middle class to 
own a car. Still, in view of the fact 
that the Colony is comparatively small 
there is less incentive to own a_ car 
than in a larger country. Hongkong is 
famous in the Orient for the fine cars 
one sees: on the streets; even the taxis 
and public cars are new and, particu- 
larly on the Island, often heavy Ameri- 
can cars. With the expected increase 
of traffic in Kowloon the authorities 
have taken steps to reduce the risks of 
accidents; on the Island much headway 
has been made during recent months 
with modern traffic signals, railings, 
systematic directions, parking places, 
traffic islands etc. Similar methods are 
now, on a larger scale, being put into 
effect in Kowloon. In spite of precau- 
tions taken the number of traffic cases 
at the Courts are increasing. 


_ In 1948 Hongkong motor car traders 
had very good business with the re- 
export of cars from here to neighbour- 
ing territories. The outlook for motor 
ear dealers in 1949 is considered satis- 
factory with many overseas and China 
orders coming here for British and 
American cars. The import of non- 
British Empire cars and motor vehicles 
is subject to a 15% _ registration fee 
which is to be paid only once, upon the 
first entry of a car (ie. to all intents 
and purposes American cars) into the 
Colony. 


The over-night positions, which banks 
may retain in these currencies, have 
been advised them by Exchange Con- 
trol and, provided their positions are 
covered weekly and the  over-night 
positions do not exceed the limits 
laid down, they will be covered 
against exchange risks due to any 
change in the rate. The limits laid 
down must be strictly adhered to and 
in particular over-night positions in 
excess may not be held against import 
credits opened for which exchange has 
not been fixed. Banks are responsible 
for making their own arrangements 
to receive advice of changes in the 
United Kingdom official rates. 


(2) Dealings in currencies not quoted 
by Bank of England 


Banks are permitted to deal ir: cur- 
rencies not quoted by the Bank of 
England under arrangements to be 
made with their branches or  corres- 
pondents in the country concerned, 
provided prior approval is obtained in 
all cases. No responsibility is accepted 
by Government in respect of any un- 
covered positions in these currencies, 
which should be retained at reason- 
able levels, and, unless arrangements 
have been made in this respect, it 
is recommended that payments to 
such countries be made by credit to 
a non-resident account of the bank’s 
branch or correspondent in Hongkong 
or to the credit of a sterling non-re- 
sident account in London. 


(3) Purchases 


All purchases of foreign currencies 
made by banks are reported to the 
Control in their weekly position but 
no special permission is required be- 
fore such transactions are made. 


(4) Sales 


Prior permission is required from 
the Control office before the sale of 
any foreign currency is made by a 
bank unless general permission has 
been given. The applications have to 
be submitted in duplicate on Form 
A.E. and, if the sale is approved, 
one copy will be returned to the ap- 


plicant for submission to the bank 
making the sale. Banks are, however, 
permitted to pacs entries covering 


petty items such as cable charges, etc., 
debited to their accounts abroad by 
their branches or correspondents sub- 
ject to report in return on Form X. 


(5) Non Resident Accounts 


In the majority of countries in the 
sterling area, accounts of residents 
of countries outside the sterling area 
are designated as such and all credits 
te these accounts require prior ap- 
proval. The balances in such accounts 
are transferable under certain con- 
ditions and are convertible into the 
currency of the country concerned. 
As a result, any transfer to a non 
resident account is equivalent to a 
sale of foreign currency and. such, 
requires prior approval from the local 
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control where the transaction eman- 
ates. Banks are therefore obliged to 
obtain prior approval for all trans- 
fers made by them to non _ resident 
accounts maintained in any country 
in the sterling area. The respective 
EI. form has to be submitted in 
duplicate and is also used for credits 
to non resident accounts in Hongkong. 


(6) Foreign Currency Notes 


Banks purchase foreign currency 
rotes on their own responsibility and 
therefore restrict their purchases ic 
the limit that they are able to dispose 
Of Ideally unless they are satisfied 
that import into the country concerned 
is permitted. Many countries, both 
inside and outside the sterling area, 
have applied restrictions on the im- 
port of their own notes and it is re 
commended that no currency notes are 
despatched abroad unless banks have - 
received from their branch or corres- 
pondent in the country concerned that 
the import will be permitted. The 
fact that authority has been given 
from Exchange Control for the export 
of the notes from the Colony does not 
carry an undertaking that the import 
of the notes will be permitted. In view 
of the restrictions on the import of 
Bank of England notes into the United 
Kingdom and other countries of the 
sterling area, no permits are granted 
to banks to export Bank of England 
notes from Hongkong. 


(2) SALES OF FOREIGN 
CURRENCIES 


(1) Imports 


(a) In most parts of the sterling area 
import licences carry with them the 
right to obtain the necessary foreign 
exchange but, in view of the neces- 
sity of maintaining the entrepot trade 
of the Colony, merchants are permit- 
ted to import goods into Hongkong, 
for local sale or subsequent export, 
with few formalities provided they 
do not require foreign exchange to be 
provided from the sterling area pool. 
It is thugs necessary for all sales of 
foreign exchange against imports to 


obtain prior approval whether the 
applicant is in possession of an 
import licence or not. A.E. or ELI. 


forms, approved in the Control office 
are only valid for a period of six 
months and where these are marked 
“Authorised against shipping docu- 
ments only” payment is only authoris- 
ed on the understanding that foreign 
exchange is not disbursed until de- 
livery is made to the bank’s branch 
or correspondent abroad of ocean bills 
of lading covering the shipment of 
the goods mentioned on the form. 
Credits can only be opened providing 
for shipment within a period of six 
months and extension may be made 
in the case of non-shipment if  per- 
mission is obtained from the Control 
office. Provided the shipment is made 
within this period, it is not necessary 
for extension to be obtained even if 
payment of the bill is made at a later 
date. The type of goods specified in 
the credit must be the same as that 
on the A.E. Form and approval is re- 
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quired before any alteration may be 
made. There is, however, no objection 
to the alteration of the name of the 
supplier of the goods without ap- 
proval, should it be found that the 
original exporter is unable to accept 
the order. 

In fixing forward exchange  con- 
tracts for importers banks are guided 
by the conditions stated above and 
under circumstances deliver exchange 
against A.E. forms where _ ship- 
ment is not made within the period 
of the validity of the form. 

(b) Permission to sell foreign cur- 
rencies is normally limited to imports 
for consumption within the Colony. 
Where goods are being imported from 
countries outside the sterling area for 
transhipment the following conditions 
are to be complied with:— 

Re-export to countries within the 
sterling area. A remittance to cover 
an import for re-export to a country 
within the Sterling Area will only be 
granted provided that a licence per- 
mitting the import from the country 
of origin of the goods has been issued 
by Authorities in the country of final 
Gestination. The quotation of a valid 
import licence number by the Hong- 
kong importer or his Bankers will be 
regarded as sufficient evidence. 

Re-erport to countries outside the 
sterling area. Remittances to cover 
imports for re-export to countries out- 
side the sterling area will only be al- 
lowed provided a sale of an equivalent 
amount of the currency in question 
or United States dollars is made to 
the bank concerned. A certificate to 
this effect should be attached to the 
Form A.E. or E.I. Certain exceptions 
are allowed administratively to this 


rule. 

(c) A.E. Forms for payment of im- 
ports will generally be approved if 
supported by a bank certificate of 
purchase for an equivalent amount 
of United States currency provided 
it is in the form of notes or drafts 
on banks in the U.S.A. Certificates 
covering purchase of drafts drawn on 
banks in Hongkong in United States 
currency or purchase of currencies 
other than United States dollars are 
not considered. 


(2) Private Purposes 


Applications for remittances of for- 
eign exchange for private purposes 
are normally not granted but all ap- 
plications submitted to Exchange Con- 
trol office must contain full parti- 
culars. The types of application to 
which consideration will be given in 
respect of applications submitted by 
residents of Hongkong are as  fol- 
lows:— 

(a) Students. Sales of foreign cur- 
rency are not granted for payment of 
education below University level and 
persons wishing to proceed to coun- 
tries outside the sterling area to at- 
tend Universities are required to sub- 
mit their applications to the University 
Selection Committee for consideration. 
Provided these applications. are re- 
commended by that committee, A.E. 
Forms may be submitted for the ne 
cessary foreign exchange. (Exchange 
facilities will no longer be available 
for students or graduates who propose 
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to commence study outside the ster- 
ling area, save in exceptional cases 
which do not involve expenditure of 
difficult currencies). Those students 
who are already in Universities abroad 
will have their present allocations of 
exchange continued at existing rates 
until end of July 1949. Thereafter, 
the allocation will be reduced to equi- 
valent of £250 per annum _ until 31 
July, 1950 after which date it will be 
discontinued. 

(b) Business. All applications for 
exchange for visits to countries outside 
the sterling area on business should be 
accompanied by a letter giving full 
details. 

(c) Health. All applications for 
exchange for visits to countries outside 
the sterling area on medical grounds 
should be accompanied by a certificate 


from the applicant’s own doctor. Per- 
mission will only be granted in such 
cases where a visit to the country 
concerned is vital to health and _ it 


may be necessary for applicants to be 
examined at their own expense by a 
Government Medical Officer. 

(d) Life Insurance Premiums. Ap- 
plications to pay Life insurance pre- 
miums in foreign currencies will only 
be considered provided the policy was 
taken out prior to 3 September, 1939. 

(e) Foreign Nationals. Applications 
are considered on more _ favourable 
terms than shown above for foreign 
nationals to remit their savings to 
their own country. 

Traveller Cheques. 
mitted to purchase US$ notes and 
drafts from travellers in reasonable 
quantities and to issue to them in ex- 
change an equivalent amount of U.S. 
currency in the form of _ travellers’ 
letter of credit, travellers’ cheques, or 
drafts in favour of steamship and air- 
line companies without obtaining ap- 
proval on Form A.E. Such _transac- 
tions are reported in the return on 
Form X. Sales of US$ against drafts 
in US$ drawn on Hongkong may only 
be made after approval has been cb- 
tained, which will not generally be 
granted. 


(3) EXPORT CONTROL 


(1) Under the Export Control Or- 
der 1947, as subsequently amended, the 
export of all goods is prohibited to any 
country outside the Sterling Area, ex- 
cluding China, unless a licence is ob- 
tained from the Imports & Exports 
Department. In respect of Exports to 
other countries, licences will only be 
issued to Exporters who complete a 
declaration to the effect that they 
will arrange to obtain payment for 
the goods through a member of the 
Exchange Banks Association. The de- 
claration form (Green Form 2A _ Ex- 
port) may be obtained from the Im- 
ports & Exports Department. 

(2) In cases where a_ declaration 
on Green Form 2A Export is required 
merchants must complete the form in 
quadruplicate and submit it to their 
bankers for confirmation thereon that 
arrangements have been made for the 
acceptance of the relative documents 
in due course. The Bank will retain 
one copy for record purposes. Three 
copies of the form should then be sub- 
mitted to the Import and Export 


Banks are per- 


Dept. for approval. One copy of the 
form will be retained by the Import 
and Export Department and two copies 
will be handed back to the exporter, 
one of which should be submitted to 
the shipping company for counter 
signature and submission to the Im- 
port and Export Department. After 
shipment has been made, and not 
later than one week after the ship has 
left the Colony, ‘the second copy of the 
form retained by the merchant, to- 
gether with the bill of lading covering 
the shipment, must be produced to 
the bank named on the form. The 
methods of payment which are satis- 
factory to the Government are given 
below. Banks have to certify on the 
form that payment has been arranged 
by one of the methods laid down and 
forward it to the Control office as 
soon as shipping documents are in 
their hands. 


(3) Approved Methods of Payment 

(a) Goods invoiced in foreign cur- 
rency and payment received through 
a bank in Hongkong by (i) negotiating 
or sending for collection bills and/or 
documents drawn in the appropriate 
currency, or (ii) remittance in the ap- 
propriate currency. 

(b) Goods invoiced in sterling and 
payment received through a bank in 
Hongkong by negotiating a sterling 
bill on London drawn under 4a 
credit registered with the Bank of 
England on Form E.2._ providing for 
reimbursement by a sale of foreign 
currency, or by transfer from the per- 
mitted sterling account in the United 
Kingdom, 


(c) Goods invoiced in sterling and 
payment received through a bank in 
Hongkong by:—(i) Negotiating or send- 
ing for collection bills and/or shipping 
documents drawn in sterling on the 
country of destination of the goods, 
payment to be received in_ sterling 
from the permitted sterling account in 
the United Kingdom, or (ii) remit- 
tance in sterling, the sterling being 
received from the permitted sterling 
account in the United Kingdom. 

(d) Goods invoiced in Hongkong 
dollars and payment received through 
a bank in Hongkong by:—(i) Negotiat- 
ing or sending for collection bills and/ 
or shipping documents drawn in Hong- 
kong dollars, or (ii) remittance in 
Hongkong dollars, by 1. a transfer 
from the Hongkong dollars account in 
Hongkong of a bank in the country 
of destination of the goods; or 2. a 
remittance received in Hongkong, the 
sterling with which the Hongkong 
dollars are purchased being provided 
from a permitted sterling account or 
by a sale to the Bank of England of 
the appropriate currency; or 3. a sale 
to a bank in Hongkong of the appro- 
priate currency. 

“Permitted Sterling Account’ means 
account of country of destination of 
goods or such other account as is 
approved by the Control office. 
Banks may assume that Letters of 
Credit registered with the Bank of 
England are in order, 

“Appropriate Currency” means cur- 
rency of country of destination of 
goods provided that such currency is 
acceptable to the Bank of England. 


264 


Certain exports to Macau may, how- 
ever, only be made provided payment 
is received in US$. Intending ex- 
porters have to consult the Depart- 
ment of Imports & Exports. 


(4) For the present exporters of 
goods as shown below in Schedule B, 
financed in US$, are. permitted to 


utilise a percentage of the F.O.B. value 
of the goods and sale against such 
purchases will be authorised on ap- 
plication provided a certificate is at- 
tached from the bank purchasing the 
bill. This facility, however, only ap- 
plies to shipments financed in US$ 
and does not apply to shipments 
financed in sterling or other curren- 
cies. Certificates should always be 
made out for the F.O.B. value of the 
shipment and under no circumstances 
for the C.1F. value. 

(5) Exporters of the commodities 
shown below in Schedule A will be 
permitted to utilise the full foreign 
exchange proceeds of the shipment 
when when financed in U.S. dollars. 
Full surrender of cummodities shown 
in Schedule A is required in respect 
of shipments financed in Sterling or 
in any other currency except USS. 
dollars. 


(4) NON RESIDENT ACCOUNTS 


(1) Banks' Accounts 


Credits to accounts maintained in 
the Banks’ books in HK$ of their 
branches or correspondents outside the 
sterling area may only be made pro- 
vided prior permission is obtained on 
Form E.I. Debits may be allowed 
freely for transfer to residents of the 
sterling area. Banks are, however, 
given general permission to pass cre- 
dits to the accounts of their branches 
or correspondents in China and Macao 
without approval or report. 


(2) Private Accounts 


_Accounts of firms and_ persons re- 
sident outside the sterling nee love 
not been designated as such by the 
Government but banks may only pass 
credits to the accounts of persons and 
firms resident in the North American 
Continent and the Republic of the 
Philippines provided approval is oba 
tained from Exchange Control office 
On Form E.1. Credits to accounts cf 
residents of countries other than the 
above may be made without prior ap- 
proval. Any transactions which would 
seem to show that contravention o0¢ 
the exchange control regulations is 
contemplated are to be brought to the 
notice of the Control office. 
Transfers from non _ resident ac- 
counts, maintained in other parts of 
the sterling area, require approval 
from the Control on Form E.1. Banks 
are, however, permitted to pass cre- 
dits to Chinese accounts in the ster- 
ling area provided . the remittance 
emanates from a Chinese account or 
is paid for by a resident of China. It 
is not necessary in such cases for ap- 
Pproval to be obtained on Form E.1, 


(5) RETURNS BY BANKS 
Banks have to submit: the following 


returns to Exchange -Control office: — 


(1) Daily report of sales of Foreign 
currencies: A daily report of all sales 
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of foreign currencies must be sub- 
mitted on the following day on Form 
X to include all ready sales made 
and forward sales taken up. In- 
dividual items are listed on the 
back showing the purchaser, amount, 
number and date of Exchange Con- 
trol approval. Separate totals are 
made showing sales against imports 
and other purposes, and_ sales to 
the London control or other banks 
in Hongkong. A _ separate form is 
used for each currency but exclud- 
ing sales of sterling for payment to 
a non resident. 

(2) Daily return 
over-night positions: A daily state- 
ment has to show the over-night un- 
covered positions of any currencies 
quoted by the Bank of England. 

(3) Weekly statement of sales and 
purchases of foreign currencies: A 
weekly statement on Form Y showing 
the sales and purchases both ready & 
forward made during the week ending 
on Saturday has to be submitted in the 
following week, Small sales of US$500 
or less and purchases of US$5,000 or 
under may be shown in one total. The 
over-bought or oversold position in the 
currency in question has ‘to be given as 
well as the value of import credits 
opened in that currency for which ion 
change has not been fixed. This return 
gives a complete statement of the 
bank’s operations in any foreign cur- 
rency during the week. 

(4) Monthly return of purchases 
of certain currencies through ster- 
ling: A monthly return is to be made 
showing the total payments made by 
Banks in local currency on the instruc- 
tions of banks in the U.S.A. and Canada 
where cover is obtained through Lon- 
don. Credits to American or Canadian 
banks accounts in Hongkong, where 
sterling is received from American or 
Canadian account, are included when 
received. Separate totals are given 
showing purchases of American and 
Canadian sterling respectively. The 
total comprises outward bills purchased, 
inward telegraphic transfers received. 
demand drawings, mail transfers and 
any credits to foreign bank accounts 
where cover has been received through 
London. 


(6) SUNDRIES 


(1) Foreign currency accounts: 
Banks do not open any foreign cur- 
rency accounts in their books in Hong- 
kong without obtaining approval from 
the Control office and all credits to US$ 
accounts against purchases of an equi- 
valent amount of US notes or drafts 
are only made after obtaining approval 
on Form A. E, with the exception of 
credits to accounts of Insurance Com- 
panies. 

(2) Sterling Accounts: The Bank 
of England are not in favour of ac- 
counts being maintained in sterling 
cutside the United Kingdom and banks 
therefore do not open any accounts in 
sterling without japoroval which will 
only. be granted if good reasons for 
the necessity of such an account are 
shown, 

(3) Freight and Insurance: (a) 
Banks are given. general: permission 
to sell US$ exchange without ob- 
taining prior approval in payment of 
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freight charges.on American ships pro- 
vided the draft of T.T. is in favour of 
the agents or owners of the ship carry- 
ing the cargo. The bill from the ship- 
ping company should be produced to 
bank making the sale. It should ke 
noted that this general permission does 
not cover sales of United States cur- 
rency in payment of passages which re- 
quire prior approval, which will rarely 
be given. Prior approval on Form A. E. 
must be obtained before Banks may 
sell foreign currency in payment of in- 
surance permium. 

(b) Banks may open foreign cur- 
rency, accounts in the name of recognis- 
ed insurance companies but permission 
for the transfer of these balances 
abroad must be obtained. 

(4) Drafts drawn in foreign cur- 
rency on banks in Hongkong: Drafts 
drawn in foreign currency on _ local 
Banks may only be paid in local cur- 
rency at their usual buying rate. Drafts 
in the foreign currency are not is- 
sued in exchange nor are certificates 
given to the holder to the effect 
that a purchase of currency has been 
made, unless it is clearly shown that 
the draft is drawn on Hongkong. 


SCHEDULE A 


Exporters are permitted to retain 
proceeds when shipments were financed 
in US$ provided goods originated in 
Hongkong, China, Macao and Korea. 


SCHEDULE B 


Exporters are permitted to retain the 
percentage, as below, of the f.o.b. value 
when exports are financed in US$. 

Tung oil 85%; Tin, Silver, Lead each 
75%; Copper (of Chinese origin) 85%; 
Ginger, in casks and jars, 50%. 

* % * * 


ABBREVIATIONS 


In the article the following abrevia- 
tions have been:— 

“Bank” is’a bank authorised by the 
Government to deal in foreign ex- 
change: at present the members of the 
Exchange Banks’ Association. 

“Sterling Area” comprises the coun- 
tries which appear in the First Schedule 
of the United Kingdom Exchange Con- 
trol Act, 1947 (The Scheduled Terri- 
tories) and at present consist of the 
following:—British Empire (except 
Canada and Newfoundland) and Man- 
dated Territories and British Protec- 
torates and Protected States; Burma; 
Iraq and Iceland. 

“Foreign Currency” is a currency of 
any country outside the sterling Area. 

“Resident” is a resident of any coun- 
try in the sterling Area. 

“Non resident” is a ‘resident of a 
country outside the sterling Area. 


STAMPS EXPORT CONTROL 


As from Feb..23 the export from 
Hongkong of: philatelic stamps is pro- 
hibited. The purpose of the addition 
of philatelic stamps to the list of pro- 
hibited exports is to guard against 
the possibility of flight of capita] by 
export of stam, from. the United 
Kingdom to,.“Hongkong with sub- 
sequent re-export to the United States 
or elsewhere. 
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Hongkong Stock & Share Market 


Transactions at the local share mar- 
ket are constantly declining; interest 
is waning. The figures for shares sold 
in the market for January and Feb- 
ruary 1949 are as follows: $734 million 
and $6 million respectively. In the 
months of November and December 
1948 sales aggregated respectively $7% 
m. and 834 m. Compared with the 
turnover in January and February 
1948, when the sales amounted to res- 
pectively $13.3 m. and $29.8 m,_ the 
decline this year amounts to 41.7% for 
January and 77.3% for February. Last 
year’s sales in February established 
however the record for share business. 


At present quotations are, by an 
large, at their lowest; in 1948 the peak 
was reached on February 12 after 
which date prices dipped for two 
months gradually improving again after 
middle of April which was shortlived 
however; after the first week of June 
prices began to sag without let-up right 
into October. On October 28 a sharp 
rally set in but within a few days 


prices again showed weakness and 
never recovered. The lowest level was 
reached last December 10. 

During the first two months of this 
year, in spite of the publication of ex- 
cellent working results of companies 
end the payment of good dividends. 
prices ruled weak. Last week was 
particularly dispirited; there occurred 
only a few large individual sales and 
but for Trams and Lights no regular 
day-to-day business was recorded. Most 
shares which had some business could 
report only one or two sales during the 
week. At current low rates it is no 
wonder that sellers are absent. In an 
almost defeatist mood the Stock Ex- 
change Committee last week reported: 
The Market may best be described as 
a will-o-the wisp. It brightens mo- 
mentarily only to flicker out almost at 
once. Business during the week was 
again at a very low ebb, the declara- 
tions of dividends having no stimulat- 
ing effect whatever almost the reverse. 


The payment of dividend and bonus 


265 


by many companies is going to have an 
easing effect on the money position of 
many merchants who remain overstock- 
ed with imported cargo. This year’s 
distributions will exceed 1948 payments 
of dividends, bonus and capital bonus 
which amounted to $46,093,429 ‘on such 
shares which were listed in the Ex- 
change before December 31, 1947. As 
1948 witnessed a considerable increase 
in listed shares—mostly on account of 
the issue of new capital—-and distribu- 
tions are in many cases above the pre- 
vious year’s level, shareholders will re- 
ceive an aggregate amount of over $50 
m. In the above figure of $46,093,429 
no distributions of foreign companies 
are included. 

New issues made or announced in 
1948 (excluding such companies’ new 
issues which were announced in 1947 
although taking effect only from 1948, 
e.g. Dairy Farms) :— 


Vibro Piling Co., Ltd. (1) A bonus 
issue of one for fully paid totalling 
32,300 shares made on April 21. (2) 
A new issue of 16,150 shares @ par 
($3) in the proportion of one new for 
every four shares held as at April 30. 


Price Movements and Volume of Transactions at the Hongkong Stock Exchange in 1948 


Transactions in terms of Hongkong dollars jor every trading day of the year. 


Felix M. Ellis’ Daily Averages tased on the closing prices of 12 representative active stocks d: shares. 
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Lane Crawford, Ltd. A new issue at 
par ($10) of 75,000 shares on April 15, 
and offered to shareholders as to one 
new share for every old share held. 

Humphreys Estate & Finance Co., 
Ltd. A new issue of 100,000 shares at 
par ($10) payable on Dec. 31, and offer- 
ed to shareholders in the proportion of 
one new for every two shares held. 

China Light & Power Co., Ltd. A 
new issue of 2,000,000 shares at par 
($5), and offered to shareholders in the 
proportion of 2 new shares for every 3 
fully paid share held; call of $3 thereon 
payable on January 4, 1949 the balance 
of $2 to be called at a later date prob- 
ably not before 1950. 

Volume of Business: Total sales re- 
pcrted ounted to 38,875 shares of an 
approximate value of $%4 million, a 
decrease of about $44 million compared 
with the preceding week. 

Price Index: The Felix Ellis aver- 
ages based on the closing ‘prices of 
twelve active representative local 
stocks shows a new low for the year 
of 135.46 for a net loss of .24 compar- 
ed with the close of the previous week. 
Day-by-day his averages were: Feb. 21, 
135.55; Feb. 22, 135.61, Feb. 23, 135.60; 
Feb. 24, 135.56; Feb. 25, 135.46: 


High Low 
1947 155.82 123.88 
1948 148.68 134.05 
1949 138.37 135.46 
Dividends: 


THE HONGKONG TRAMWAYS 
have declared a final dividend of $1 
less tax which, with the interim of 55 
cents, makes a net distribution for 1948 
of $1.40. At prevailing price the yield 
is thus 7%% p.a. 

HONG KONG FIRE INSURANCE 
have declared a net dividend of $11 
per share for account of 1948. The 
yield at present market quotation is 
approximately 4% p.a. 

HONG KONG LAND INVESTMENT 
& AGENCY CO. LTD. have declared a 
net dividend of $3 per share thus yield- 
ing approximately 5% per annum at 
current price level. 

KWONG SANG HONG have declar- 
ed a final of $8 per share less tax 
which, with the interim of $6, makes 
a net distribution of $12.60 for 1948. 

THE H.K. & KOWLOON WHARF & 
GODOWN CO. LTD. have declared $12 
per share less tax on the fully paid 
shares thus yielding, at current price, 
814% per annum. 


Business Done: 
H.K. Govt. Loans: H.K. Govt. 4% @ 


103. 

Banks: H.K. Banks @ 1780, 1770. 

Insurance: Canton Ins. @_ 355; 
Unions @ 710; H.K. Fires @ 270. 

Docks & Godowns: E\K. & K. 
Wharves New @ 131; China Providents 
@ 19; S’hai Docks @ 11%4, 12%, 12 
12.30; Wheelocks @ 30. 

Hotels & Lands: H.K. Hotels @ 
15.40. 15144; Lands @ 55; S’hai Lands 
@ 3.70, 334, 3.70: Humphreys @ 14.30. 

Utilities: H.K. Tramways @ 19.80, 
20, 19.80. 19.90, 19.80, 19.60, 19.70: Peak 
Trams Old @ 20; Star Ferries @ 125; 
China Lights Old @ 14.80. 15, 14.90, 
14.80 and New @ 11; H.K. Elecs. @ 38: 
Macao Electrics @ 25; Telephones @ 
33, 3214. 
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Industrials: Cements @ 36%, 3644; 
Watsons Old @ 54. 

Stores: Sinceres @ 614; China Em- 
porium @ 11; Marsman @ 2.10, 2; 
Yangtszes @ 4. 

Cottons: Ewos @ 10%, 10.60, 10.79, 
10.60. 

Rubber, Rubber 
Trust @ 2. 


etc. Companies: 


COMPANY REPORTS 
A. S. Watson & Co., Ltd. 


The credit balance of the Company 
at the close of their business year, 
October 31, 1948, amounted to $2,181,- 
470, and was appropriated as follows: 
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transfer to General Reserve, $500,000, 
dividend of $4 per share on old shares 
$540,000; bonus of $3 per share on old 
shares $405,000; dividend of $2 per 
share on new shares $270,000; bonus 
of $1.50 per share on new shares $202,- 
500; and carry forward to next account, 
$263,970. Dividend and bonus less tax. 

The financial results were the best 
on the Company’s record with the 
highwst dividend and bonus ($7 less 
10% tax) paid. (New shares received 
half the amount). Prospects for higher 
earnings in 1949 are encouraging 
particularly as a result of the increase 
of operations (a new aerated water 
plant, overhaul of drug manufactory). 


Quotations & Yield of Hongkong Stocks & Shares 


Last quotations prior to the outbreak of war in the Pacific; closing 
quotations for the years 1947 and 1948; highest and lowest prices for 1948, and 


yield in per cent. 
of 1948. 


of local stocks & shares based on the closing quotations 


Yield at 
Dec. 6 Closing Closing closing 1948 
STOCK 1941 1947 1948 price High Low 
$ $ $ % $ $ 

Hongkong Government 4% 

Loan ess a ieee Sl oe 104% 106 101% 863.6 105 100 

do 31% Loan (1934) — 100 100 3.15 101% = 99 

do 34% ,, (1940) —_ 100 100 S15 101% 99 

do 3%% ,. (1948) — — 101% 3.125 102 100 
Hongkong & Shanghai Bank- 

Ine Corp, Wace we oe wales 1445 1995 1780 4% 2165 = =1775 
Bank of East Asia Ltd. ....- 77 125 142% 5 146%5 125 
Canton Insurance Office, Ltd. 250 365 370 3% 410 370 
Union Insc. Society of Can- 

ton istd cos. Oeste 450 750 720 3 800 700 
China Underwriters, Ltd. .. 50 6.60 5:90. — 8 5.96 
Hongkong Fire Insurance 

Com Lid eee. sakes 200 300 279 37 330 260 
Douglas Steamship Co., Ltd. 120 260 237 1% 240 237 
Hongkong Canton and Macao 

Steamboat Co., Ltd. ..... 11 14.50 174 — 17s 16 
Indo China Steam Navigation 

‘o., Ltd., Preferred ...... 100 100 95 5 _ _— 

Deferred! s. 0k Go nnesss 110 300 240 6% 255 240 
Union Waterboats Co., Ltd.. — 45 37 5.4 49 35 
Hongkong & Kowloon Wharf 

& Godown Co., Ltd. (O) 103 155 128% 8 190 125 
North Point Wharves Ltd. . — — WM — —_ tf 
Hongkong & Whampoa Dock 

Coe atid roe io et oaks 19.40 32 29 2.4 37 26 
China Provident Loan and 

Mortgage Co., Ltd. ...... 7.80 231% 19% 6% 2614 19 
Shanghai Dockyards, Ltd. . . —_ 17.25 11% 6% 28 7 
Raub Australian Gold Min- 

eCOme Lt. calc eee _— 5.25 6 _— 7 5\6 
Hongkong Mines, Ltd. ..... _ .025 .035 — .03 .025 
Hongkong and _ Shanghai 

Hotels.) Ltdiod 0.5 waeckan 6s 4.50 25 15.30 6% 2534 13.30 
Hongkong Land Investment 

and Agency Co., Ltd. .... 38.15 83% 66 4 95 641% 
Shanghai Lands ........... —_ 5.50 4 = 7.30 2.70 
Humphradys Estate and 

Finance Go.,) Ltd. o....50. 8.50 28.50 — 5 31% 19% 

do O. a _ 15 — 161% 14.36 
do N. — — 13 —_ 15 13 
Hongkong Realty & Trust 

Co.5 tdi Fe) keene see noes 4.30 18 2105—— 2.10 1.86 
Chinese Estates Ltd. ...... 102 186 170 5.3 190 170 
Hongkong Tramways, Ltd. .. 18 25 20:30, 7 2544 17.60 
Peak Tramways, Ltd. .. (O) 6.50 18.75 20% 8 23 17 

do (N) 3.20 9 10 8 15 10 
Star Ferry Co., Lid. 3... 55 122 134 5.4 143 125 
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EXCHANGE & FINANCIAL MARKETS 


Chinese Currency Markets 


An important announcement was 
made on February 24 by the Finance 
Minister of the Nanking Government, 
Hsu Kan, to the effect that free bul- 
lion and exchange markets will be 
allowed to operate in China; further- 
more, fiscal reforms were promised. 
The new “Financial Reform Measures” 
have not yet been implemented and 
the concurrence of other officials in 
the Government must be obtained. 
In our next issue the new “Financial 
Reform” will be reviewed in the light 
of past erperiences and the realities of 
the current position of the authorities in 
Nanking, Canton, Fenghua and Taipeh. 


Hongkong open market rates. high 
& low, in HK$ per 1,000 yuan:—spot 
notes 3.10—2.45; TT Shanghai 2.55— 
1.60; TT Canton 2.57—1.88. 


Shanghai black market rates, Righ 
& low, in yuan:—gold per oz 155,000 
—100,000; US notes 3,100—1,900 (with 
TT some 3% higher); TT Hongkong 
600—395. Gold crosses from 50 to 52; 
HK crosses from 19.40 to 20.60. Ex- 
change Clearance rates from yuan 
1,930 to 2,740 per US$ 1. 


Canton unofficial market rates, high 
& low, in yuan:—HK notes 438—351; 
TT Hongkong 532—389. 


Bullion and exchange 
operating openly in most cities of 
China. After the announcement of 
Finance Minister Hsu Kan in Shang- 
hai on Feb. 24 operators dropped the 
last pretences of “black marketeering” 
and regular business was done. Whe- 
ther the reform measures announced 
on Feb. 24 will actually come into 
force remains to be seen. 


markets are 


Central Bank of China is gingerly 
selling gold in Shanghai; last week’s 
sales totalled about 10,000 ozs. Stocks 
in Shanghai are low and efforts are 
made, no doubt by the faction support- 
ing Li Tsung-jen, to get the permission 
of other factions, primarily those in 
Canton and Taipeh, for retransport of 
part of bullion to Shanghai. New gold- 
linked bonds in yuan and so-called sil- 
ver deposit bonds are issued by the 
Central Bank; the people are expected 
to hand in to the Bank their “gold” 
yuan against promises that gold and 
silver will be repaid. No sales of these 
bonds were so far reported in the free 
market. 


In North China an unofficial bullion 
and exchange market operates in Tien- 
tsin; other cities follow the rates es- 
tablished in North China’s principal 
port. The authorities appear to ignore 
the operators; free circulation of silver 
coins is permitted however. The Mili- 
tary Control Committees in Peiping and 


Yield at 
Dec. 6 Closing Closing closing 1948 
STOCK 1941 1947 1948 price High Low 
$ $ $ % $ $ 
China Light & Power Co., 
LiGVGRts) >, cae... _ =F _— 6-1/3 2534 19.90 
do (O) 6.90 21 15 6 1514 12.80 
do (N) 3.60 1614 10.20 6 10.30 8.40 
Hongkong Electric Co., Ltd. 22.25 521% 3854 6 5534 33.50 
Macao Electric Lighting Co., 
TSE PO PN ais eet Ae Re 18.25 24 28 a 28 18 
Hongkong Telephone Co., 
1 ES 6 A a ee 25.75 40.75 34 314 51 30 
Sandakan Light & Power 
Cos Pht PR: SF eee 12.60 10 153%. — 16 11 
Green Island Cement Co., 
Etnies: Wah Mayet ain «Le 18.30 30.75 41 10 48 3014 
H. K. Rope Manufacturing 
EOS YS 0.52 Visa's agers 11.50 20.50 20 10 24 1742 
Dairy Farm, Ice & Cold 
Storage Co., Ltd. ...... 0) 19 5815 45 7 66 4015 
do N — ert 43 —_ 54 37 
AS. Watson & Co., Ltd. O 14.25 66 62 10 63 54 
do N — =: 58 —_ 584% 5016 
Lane, Crawford, Ltd. .. O 8 50 29 10 —_— oe 
do N — — 25 == — a: 
William Powell, Ltd. ...... —_ 12.25 11 9 1314 11 
Sincere Co., Ltd. .......... 3.70 8.50 7 11 9% 7 
China Emporium, Ltd. .... _— 13 10 7% 1314 8.60 
SS hriaue One etl s are.ate Gievecey = sual _ 5 4 10 12%, 4% 
Kwong Sang Hong Ltd. J 200 140 9 205 140 
Wing vOntCon ta. hae. .. B) 140 H05ne eg 143 85 
Ewo Cotton Mills, Ltd. .... — 13:75 10146 — 25 10 
China Entertainment & Land é ts é 
Investment Co., Ltd. é ‘ 6.90 37 35 615 47 35 
H.K. Engineering & Con- : F 
eeractisn? Co. Satitd. 94.70) 1.80 6.50 434 — 74 4% 
do N. — 5 334. — 5 314 
Vibro Piling Co., Ltd. .. O. — 6.50 20 7% 20 ah 
do N —_— — 14 ae = = 
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Tientsin as yet do not interfere with 
financial transactions. People’s Bank 
currency continues to appreciate in 
terms of “gold” yuan; officially no yuan 
of the Central Bank circulates in the 
North but in areas where neither the 
Kuomintang nor the Communist Party 
are in full control currency conditions 
are confused—silver dollars having 
largely replaced paper scrip. 


Shanghai markets cuote People’s 
Bank currency but rates are unreliable, 
ranging last week from 6 to 10 “gold” 
yuan per one People’s Bank yuan. In 
the middle of last week an ounce of 
gold quoted at 25,000 People’s Bank 
yuan while in terms of “gold” yuan it 
sold around 150,000. 


Gold Markets 
Trading Reports for the Week:— 


Monday, Feb. 21:—Opening & clos- 
ing rates $3054%4—302%. On the ficti- 
tious forward market the change over 
favoured buyers at the interest rate of 
3 cents per tael per day. Throughout 
the week the change over rate contin- 
ued in favour of buyers. Continued 
arrivals in Macao and further contracts 
obtained from abroad pulled the rate 
down. 


Tuesday, Feb. 22:—Opening & -clos- 
ing 3021%4—-303%. Change over 16 
cents. Better export demands for cash 
bars caused higher change over rate 
and steadied the market after it fell 
down to 30046, lowest of the week re- 
corded. 


Wednesday, Feb. 23:—Opening and 
closing 303—302%. Change over 8 
cents. East European countries were 
reported selling in world free markets, 
but it was not confirmed. 


Thursday, Feb. 24:—Opening & clos- 
ing 302—303%. Change over 7 cents. 
Importers holding back on higher asked 
price abroad, market turned steadier. 


Friday, Feb. 25:—Opening & closing 
304—303. ee over 4 cents. Market 
in China was cially freed, rates ap- 
proached 30534, highest of the week. 
Market reacted on heavy selling by im- 
porters, who obtained contracts of chile 
gold coins at cheaper prices. 


Saturday, Feb. 26:—Opening & clos- 
ing 302144—303%%. Change over 19 cents. 
Higher change over rate held up the 
price. 


In the unofficial afternoon market, 
rates declined to 302%, on the confirm-. 
ed report of Central Bank of China 
having sold heavily in Shanghai. 


Trading Position: — 


Total cash bars turned over during 
the week under review, officially 7,070 
taels and unofficially 37,200 taels, total- 
ling 44,270 taels, which quantity was 
practically all imported from Macao. 
Aside of about 4,000 taels for local 
crnamental requirements, over 46,000 
taels are estimated undeclared exports, 
with details as follows:—Canton 13,700 
taels, Shanghai 17,060 taels, Singapore 
3,000 taels, Bangkok 2,500 taels, Ran- 
goon 1,500 taels, Amoy 1,500 taels, and 
Swatow 800 taels. (China 33,000 taels, 
other countries 7,000 taels). 
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For the month of February, the high- 
est and lowest official rates were:— 
320—29514, a fluctuation of 2414 points 
or about 8%. Total change over inter- 
est favoured buyers amounting to $1.95 
per tael for the month. 


Highest & lowest rates last week: — 
$30534—30012; cross rates US$4814— 
4834. 


US Dollar Market 


_ Fresh purchases by Shanghai banks 
in the local market steadied the rate 
which was also supported by continued 
buying of TT on behalf of gold import- 
ers. Bangkok traders sold and so did 
exporters whose recent shipments to 
‘the U.S. and the Philippines were 
heavier than usual. Inward remittances 
were a trickle. 


Highest & lowest rates last week in 
HK$ per US$100: notes 51614—509- 
DD 516%4—50912; TT 519—512%%, cor- 
responding to crossrates of 3.082—3.121. 
or US$19.2634—19.511; per HK$100 
(21.95% to 22.93% below parity). 


The presence of buyers from Shang- 
hai and Amoy was conspicuous last 
week; both notes and funds in New 
York were required. As imports into 
China can now be rather easily effected. 
although officially restrictions are still 
as severe as ever, Chinese importers 
are trying to cover part of their re- 
quirements here. If this development 
continues the local rate will advance 
in spite of large accumulations of ex- 
port proceeds and expected early re- 
sumption of heavier inward remittances 
from overseas Chinese. 


Silver Markets 


Local stocks have been almost ex- 
hausted and new supplies seem to be 
lacking; silver coins freely circulate 
these days in China and there is a 
genuine demand for them in the coun- 
try and the cities and consequently 
they are traded at a premium over the 
silver content equivalent in foreign 
exchange. London and New York only 
buy at the world market price of fine 
silver which has not moved much re- 
cently; New York pavs currently 71)4 
to 71% cts. ver fine oz and other mar- 
kets take their cue from the U.S. who 
remain the principal consumer. 


Whatever silver in bars is entering 
the Colony is quickly taken up 
by exporters but current vrices are 
making shipments unprofitable. Ex- 
ports to the U.S. are subject to a sur- 
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render of 25% of proceeds to Exchange 
Control which further reduces the pro- 
fit margin. Chinese travellers were 
buying small lots of silver coins which 
they took back to their country either 
for realising a small profit—prices 
here are lower than in Canton—or to 
invest HK$ in bullion; “gold” yuan are 
increasingly ignored as a medium of 
payment. 


Rates of last week:—Bar Silver 
3.94144—3.90 per tael, Hongkong Dollar 
Coins 2.62—2.58 per coin. Chinese Dol- 


lar Coins 3.94—3.10 per coin and 
Twenty-cent Coins 2.05—1.88 per fiwe 
coins. 


Bank Note Markets 


Piastre rates, from $9.20 to 8.57%, re- 
flected increasing confidence in the pro- 
gress of Indochina where an early cen- 
tral government might emerge with or 
without the cooperation of the Viet- 
minh. Speculators in piastre showed 
new interest and traders had to cover 
as certain imports from Saigon and 
Hiaiphong came here which had to be 
paid for in piastre notes. 


Nica guilders remained weak which 
is a result of the uncertainty about de- 
velopments in Indonesia and the re- 
latively large stock of guilders in the 
hands of native banks and overbought 
speculators. The cutlook for pacifica- 
tion of the Republican leaders appears 
more promising than during recent 
weeks and if a formula should be found 
which is acceptable to the Dutch and 
the Soekarno politicians an overall im- 
provement in the economic situation in 
Java and Sumatra should ensue which 
must have a great stimulative effect on 
the unofficial guilder markets in Singa- 
pore and consequently in Hongkong. 
High & ‘low last week $32—31.10. 


Baht notes had few sales, rates un- 
changed at $24%4 per 100 baht. There 
is some uneasiness about the continued 
internal order in Bangkok; the Com- 
munists are showing more activity but 
the real danger are the unpacified mili- 
tarists in opposition to Marshal Bipul; 
these frustrated officers together with 
the remnants of Nai Pridi’s party are 
making the working of the Bangkok 
Govt rather difficult. Though Marshal 
Bipul does not face any real threat 
from either side there is justified 
nervousness and consequently specula- 
tive short selling of baht which 
weakens its position. 


Philippine peso notes were on offer. 
from $24834—25134. Bank of England 
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notes had sales from $15.20 to 15.30 
(New York quoting from US$3.02 to 
3.08, corresponding to a local rate of 
HK$15.60 to 15.80). Australian pound 
notes which usually are quoted at par 
and show no fluctuations have appre- 
ciated, probably in expectation of an 
early adjustment of the Australian to 
the Bank of England pound. There is 
no foundation for such anticipations. 
Australian £ quoted from $12.50 to 
12.80. Canadian dollars from $4.50 to 
4.54; Malayan dollars from $1.81%% to 
1.82%. Indian rupees slightly improved 
as less offers of notes by Pakistan mer- 


chants (who buy here often gold and 


TT New York) were observed; rates 
from $1.01 to 1.07%. Burma _ rupees 
from 0.70 to 0.80; Ceylon at 1. 


NOTICE 
THE HONGKONG & SHANGHAI 
BANKING CORPORATION 


Ordinary Yearly General Meeting 


NOTICE IS HEREBY GIVEN that 
the Ordinary Yearly General Meeting 
of the Shareholders of the Corpora- 
tion will be held at the Head Office 
of the Corporation, 1 Queen’s Road 
Central, Hongkong, on Saturday the 
5th day of March, 1949 at 11.30 am. 
for the purpose of receiving and con- 
sidering the reports of the Directors 
and of Auditors and the Profit and 
Loss Account and Balance Sheet for 
the vear ended 3lst December, 1948, 
and for the election of Directors and 
the appointment of Auditors. 


The Register of Shares of the Cor- 
poration will be closed from Friday, 
the 18th of February to Saturday, the 
5th of March. 1949 (both days in- 
clusive) during which period no trans- 
fer of shares can be registered. 


By Order of the Board, 
A.MORSE, 
Chief Manager 
Hongkong, 26th January, 1949. 


HONGKONG UNOFFICIAL EXCHANGE RATES 


(in H.K. dollars) 


Gold Per One Thousand Chinese Yuan U.S. Dollar 

per tael Silver Notes T.T. Shanghai * T.T. Canton T.T. New York 
February High Low per tael High Low High Low High Low Note Draft High Low 
DAD efoaey sas 307 30212 3.92 3.10 2.60 2.50 2.17 2.57 2.20 5.13 5.14 DLT, 5.14 
POA IS 303 300%2 3.90 2.92 2.61 2.55 2.35 2.50 2.30 5.15 5.13 5.15% 5.1216 
Sl RE 303 301 3.90 2.78 2.65 2.40 2.07 2.50 2.35 5.14 5.12 5.16% 5.13 
Cy a ee 30334 30142 3.90 2.80 2.58 2.05 1.77 2.37 2.12 5.13 5.14 5.18 5.17 
oO epee 305% 302 3.90 2.90 2.45 1.87 1.60 2.00 1.88 5.16 5.16 5.19 5.17% 
7 heretic 303% 301142 3.95 2.70 2.57 1.90 1.80 2.20 2.10 5.16 5.16 5.19 5.17% 
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Hongkong Unofficial Exchange Quotations 
HIGHEST & LOWEST RATES FOR GOLD IN BARS AND FOR USS 
In Hongkong dollars per tael of gold (73.7994 grams) and per US$ 100 
a a ee 
GOLD U. S. $ 
per tael crossrate per oz. crossrate 
_ in HK$ in US$ _ Notes Drafts T.T. Per £ 
High Low High Low | High Low High Low High Low High Low 
CATER TIOS Tish crea Rejene bos ayers 405 254 57% 44 581 400 575 454 595 482 Sey 2.69° 
PANEL OSS we 5 ie is chews 372 28234 5434 45% 588 485 598 490 608 478 3.30 2:62. 
December 1948 ......... 302 29014 4834 47% 514 497 516 49114 524 495 3.23 3.05 
January 1949 ........... 316% 29516 5014 48 530 49514 518 493 51914 497 3.22 3.08 
February 1949 .......... 320 296 50%4 4734, |516% 506% 51714 508%, 51914 51] 3.13 3.08 
a ee a ea ne 8 re a “a EE SS eet a ee 
Gold Market Turnover Highest & lowest rates for the first Foreign Exchange Control Board in 


During the first two months of 1949 
sales in the local spot market were as 


two months 1949 will be seen from 
the above table. 


In 1948 turnover on the _ unofficial 


follows: January: 229,880 taels, Feb- sg market a 
‘ 5 5 ggregated US$ 98,984,000 
ruary: 187,090 taels. Exports of gold (excluding inter-merchant sales) or 
from here to China and other Far r avera month 8.248.666. Th 
Eastern ports amounted to 101,000 Pe es Me cae c 
Pp ’ approx. total value of these sales 


taels in January and 138,000 taels in 
February. 


In the speculative and largely fic- 
titious forward market the turnover 
for the months of January and Febru- 
ary this year aggregated 3 million and 
2% million taels respectively (not in- 
cluded in above figures are private for- 
ward arrangements). 


Highest & lowest prices of gold in 
eer ons are recorded in the above 
table. 

Gold transactions in 1948 averaged 
191,923.75 taels per month at the 
average price of $327.3/8 per tael for 
the year, involving approx. HK$754 m. 
Total turnover for last year was 2,303,- 
085 taels on the spot markets (inside 
the Exchange and curb market); Dec. 
sales were 224,730 taels spot. 


Exports from Hongkong to China 
and other Far Eastern ports (as well 
as India) in 1948 were approx. 1.4 
million taels (almost 1.7 million troy 
ozs); in addition direct exports from 
Macao to Kwangtung and, to a small 
extent, to Bangkok and Rangoon were 
estimated last year at 750,000 taels. 
Imports into Macao, covered by _of- 
ficial licence or otherwise offloaded in 
Macao with or without the connivance 
of Government officials, aggregated in 
1948 about 2% million taels (3 million 
troy ozs). 


In 1948, the local forward market 
transacted on the average 2 to 3% 
million taels per month; the majority 
of these transactions were effected for 
margin clearing only, no delivery be- 
ing required or offered. 


US$ Market Turnover 


On the unofficial US$ market the 
turnover for the 4 trading weeks of 
January (ending Jan. 26.) and for the 
four trading weeks of February (end- 
ing Feb. 26) amounted to US$ 12 mil- 


(at the annual average rate of HK$ 
541.166) was HK$ 535,668,000. In 
December 1948, total sales amounted 
to US$ 11,007,000. On the average 
about 50 to 60% of total sales are 
effected in TT, 20 to 25% DD and 15 
to 20% in notes. 


2 * s 


BANK OF TOKYO 


The Bank of Tokyo Ltd. is the suc- 
cessor of the Yokohama Specie Bank. 
Before the war the Yokohama Specie 
Bank was the principal Japanese 
financial institution; the Y.S.B’s staff 
in foreign countries was generally re- 
cognised for integrity, efficiency and 
cooperation. Since January 4, 1947, 
the reorganised Yokohama Specie Bank 
is carrying on business under the style 
of The Bank of Tokyo, Ltd., remaining 
the leading bank in Japan. 


At present negotiations for the re- 
sumption of Japanese banks’ overseas 
branches have taken a favourable turn 
and SCAP is-expected to agree to the 
gradual opening of Japanese financial 
institutions where such existed before 
the war. The Bank of Tokyo will be 
the first to resume abroad the old 
financial and commercial connections 
of the former Yokohama Specie Bank. 

At the end of September 1948, the 
Bank of Tokyo had deposits exceeding 
11,137 million yen; loans and discounts 
totalled 8,175 million yen; cash and 
securities totalled 5 billion yen. The 
capital was then 300 million but it has 
now been increased to 700 m. yen. 


In case of SCAP’s approval of 
Japanese banks resuming their busi- 
nesses abroad, the British authorities 
are expected to grant permission to 
them for reopening their prewar 
branch offices. 

At present there are 2 British banks 
operating in Japan; the Hongkong & 
Shanghai Banking Corp. with 4 
branches, and the Chartered Bank of 


lion and 8.75 m. respectively. These india, Australia & China-with 3 
Hedees include the estimated inter- branches. The Yokohama branch of 
merchant sales in addition to sales ree the Hongkong & Shanghai Banking 


corded at the Gold & Silver Exchange 
Society. 


Corp. has just been opened for busi- 
ness. 


Japan 


On February ist SCAP directed the 
Japanese Government to establish a 
Foreign Exchange Control Board for 
the purpose of implementing coordinat- 
ed controls over the movement of for- 
eign exchange and trade. Subject to 
SCAP’s general supervision, the con- 
trols are to be sufficiently flexible to 
expand and accelerate those trade and 
investment programs. essential to 
Japan’s rapid economic recovery. 


_ The Foreign Exchange Control Board 
is to be primarily responsible for the: 
administrative management of all Jap- 
anesa Government funds, both foreign. 
and domestic, accruing from interna-. 
tional trade and exchange transactions, 
and also for the coordination of proce- 
dures_and the final clearance of all 
such transactions. The controls are to 
conform in general with the practice 
of those member nations of the Inter- 
national Monetary Fund which are cur- 
rently experiencing shortages of foreigm 
exchange. 


The Board will be established inde- 
pendently of existing Japanese Minis— 
tries and will consist of three to fiva 
men of merit and experience. It will 
maintain its offices in the head office 
and branches of the Bank of Japan and 
will designate the Bank of Tokyo as its 
agent in the conduct of operations. Re- 
ports of this new Board will require de- 
monstration of the volume and nature 
of foreign exchange transactions and 
the relationship of the results to Japan’s. 
overall economic rehabilitation and will 
be forwarded to SCAP periodically by 
the Japanese Government. Additional 
measures to be taken to establish co- 
ordinated contro] over foreign exchange 
movements include the integration of 
Japanese and foreign banks into estab- 
lished control prucedures and the ap- 
propriate utilization of the Japanese 
customs service in the application of 
foreign exchange controls. 


“This action will serve to unify and 
coordinate Japanese control procedures 
already in existence,” a SCAP spokes- 
man declared, “and improve the appli- 
cation therefore. This improvement 
should make it possible to advance the 
date when foreign exchange controls 
can appropriately be delegated to Jap- 
anese agencies”. 
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Hongkong Exchange Banks Association 
AGREED MERCHANT FOR EIGN EXCHANGE RATES 


Maximum Selling. 


Minimum Buying. 


Sterling 1/2 15/16 delivery 1/3 1/32 fea be 
within 2 months 1/3 1/16 O.D. 
with a cut of 1/3 3/32 30 d/s _ 
1/32 for every 1/3 1/8 60 — 90 d/s 
further 3months 1/3 5/32 120 d/s 
forward. 
(East & South 1/3 1/8 O/D if under L/Credit 
Africa) 1/3 3/16 O/D without L/Credit 
1/32nd up every 30 d/s 4 
(West Africa & 1/3 5/16 O/D if under L/Credit 
West Indies) 1/3 3/8 O/D without L/Credit 
1/32nd up every 30 d/s 
Rupees (India) 82 3/4 83 3/4 Tr 
84 O/D 
84 1/8 7 & 30 d/s 
84 1/4 60 d/s , 
84 3/8 90 d/s 
Rupees (Ran- All buying rates 
goon) 82 3/4 3/16th higher than India 
Rupees (Aden) 82 3/4 84 3/8 O/D if under L/Credit 
84 1/2 O/D without L/Credit 
85 30 d/s & 60 d/s 
Malaya $ 52 7/8 Ge Selle bo T.T. & O/D 
53 5/8 30 & 60 d/s 
U. S.$ and 24 15/16 delivery 25 1/4 bad i : 
Canada $ within 2 months 25 5/16 O/D — 30 d/s 
with a cut of 25 3/8 60 — 90 d/s 
1/16 for every 
further 3 months 
forward. 
U.S. Notes 25 3/8 (Banks to pay Insur- 
ance and Postage) 
"2 
Australia £ 1/6 1/2 1/6 7/8 T.T. 
1/6 15/16 O/D. 
New Zealand £ 1/3 3/16 oi a 
1/3 1/4 O/D. 


Hongkong Market Reports 
Feb. 21 to 25 


Piece Goods. Buyers from Singapore 
and Africa were in thea market for 
white cloth for dyeing. Demands also 
came from Siam, the Philippines, and 
Indonesia which kept the market 
‘steady. Grey sheeting fell with lack 
of demand. On. account of the low 
prices ruling on the Hongkong market, 
Canton sellers suspended shipments. 
Tsin Leung Yuk white cloth was of- 
fered at $43 per piece, large stocks 
being on hand. Cheaper Grey sheet- 
ings were dull, lower quality being 
quoted at $41. 50. Coloured woven 
was sold at $44.50 to Philippine buyers. 
Purple and red cloth, etc., sold at $52. 


Cotton Yarn. Cotton yarn- from 
supplies imported for local mills by 
the Department of Supplies, Trade 
end Industry were cffered at reduced 
prices. Sales of other yarn were also 
made, Kincheng 20 counts fetched 
$1, 300 per bale; Kincheng 32 counts, 
with export licence, sold at $1,710 per 
bale. Local mills were also requiring 
some 40 counts, but high prices pre- 
vented sales. 


Raw Cotton. Raw cotton being not 
easily available from Pakistan, buyers 
turned to America for supplies. Ameri- 
can cotton was quoted at US 43 cents. 
as against HK$1.80 per lb. for Pakis- 
tan LSS, 

Artificial Silk. Shortage of supply 
and increased requirements by local 
stocking manufacturers sent up the 
price of artificial silk, sales being ef- 
fected at $3.95 ver lb., with a further 
increase later. 

Metals. The arrival of large ship- 
ments caused a decline in the market. 
Towards the end ofthe week, a re- 
laxation of export restrictions. by the 
authorities caused brisker business, 
with an improvement in rates. Mild 
steel plates, Belgian, sold at lowered 
prices, in view of large stocks held in 
Canton. 1/32” fetching $70 ver picul, 
1/16” being sold at "$56, 1/8” at $49 
and 1/4” at $48. Galvanized mild steel 
sheets (thin), 3x7ft. (British), were 
sold at $11 per piece, 3x 6ft. at $8.10. 
Zinc sheets suffered most’ from the de- 
cline in prices, G4 was offered at 
$143 per picul, G5 at $140, G6 at $137; 
Polish sheets sold at $135, G7 and G8 
at $138. Mild Steel Bars of all kinds 
fell by about $2 per picul. Ameri- 
can tinplates, 20 28” (200 lbs.) rose 


$125 per 
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to $136 per case; British fetched $103. 
Wire nails, Hong Kong make, 14%” to 
3” sold well at $50 per picul; Japanese 
wire nails were offered at $52, but 
without sales, dropped later to $50, at 
which they met the demand. Belgian 
nails, 14%” to 3” were quoted at $59. 

Glass. In response to Korean re- 
quirements the market was _ steady. 
Japanese 100 sq. ft. 16 oz. fetched $31 
per case for spot later rising to $34, 
forward delivery being from $26 to 

$28. Belgian 24 oz. 200 ft. sold at 
ar10, 18 oz. fell to $75. 

China Produce. Tung Oil fell from 
picul to $121 during the 
week. Rapeseed oil, with export 
licence, was offered at $129, but final- 
ly sold for $124; without export licence 
fetched $120. Teaseed oil with export 
licence started at $139, but fell to 
$137. Gallnuts fell from $82 to $76 
per picul. Aniseed star was offered 
at the nominal orice of $47. Resin 
fell to $35 per picul from $37. 


PRICES OF SELECTED 
COMMODITIES ON 
HONGKONG MARKET 

HK$16=£1. 
1 Picul=1.33 lbs. 
HK$ 
Chemicals: 
Bleaching Powder, 32/35% 


1 cwt. packing, drum .. 22.00 
Caustic Soda, solid, 6 cwt., 

GUM 6 ose eaniwiteeeeeees 225.00 
Soda Ash, light, 58%, bag 19.00 
Soda Ash, heavy, 99%, bag 21.00 
Muriate of Ammonia (Sak 

ammoniac), ton ........ 600.00 

onium Sulphate 

(1.C31.), Apicute Soe. .. 2928 41.00 
Nitrie(Acids 1b35.6-.45 20 .89 
Sulphuric Acid, lb. ...... -56 
Quebracho, bag .......... 100.00 
Zinc Chloride, ton ....... 1,300.00 
Zinc Dust, 30% Ib: 5.4... 46 
Cotton Yarn: 

10 counts, bale ... 030.00 

20 » » . 1,330. 00/1, 275.00 

32 ik : Ln 780.00 

42 BS 33 wow 2,810; 00/2, 050.00 

60 5 3 Bee 2,500.00 
Piece Goods: 

Grey sheetings (12 lbs. per 

plece) Mplece Saar 47.00/40.50 
White Cloth, piece ...... 49.50/42.00 
Black Cloth, piece ...... 60.00/41.00 
Blue, Red, & Purple Cloth, 

pieces. eee 51.00/47.00 
Drills; *pietes ..c eeee..0ee 48.00 /40.00 
Black and White Poplins, 

PICS — kkicc case eee 55.00 
Cotton: 

American A: Ib US$ 0.42 

American B s » 0.39 

American C: ,, » 0.36 

Indian “Bengal” ,, HK$ 1.32 

Indian “4F” ns eet 

Siam . >» 1:45 
Gunny Bags: 

Green stripe, each ..... 3.00 
Glass-Sheets: 

16 oz. x 100 sq. ft. Japan 

CASO askin cro. ceo sree 33.00 
16 oz. x 200 sq. ft. Japan, 

(Forward), case ....... 44.00 
i. br x 100 sq. ft. Japan, 

Mepocrstidue sete oad 40.00 
18. or x 200 sq. ft. France, 
ASG is cova. opine oteanlonataens 70.00 
18. oz. x 200 sq. ft. Belgium, 
CASA) ee mcae ns 72.00 


18 oz. x 200 sq. ft. Belgium, 


CASA Death eis aricv 105.00 
Paper: 
Bank 16 lbs., ream ...... 12.50 
Bond 26 Ibs,, ream ...... 19.50 
Cellulose British, 36 x 39, 
PERN ae woimtaies 6 Lames 80.00 
Cellulose French 36 x 39, 
POD ee rer statel ouster sl aw: 8 75,00 
Cellulose British 40 x 52, 
TORN Seismic iene Clee ssc 112.00 
Cigarette 27 m/m. 6,000 m., 
Obie Pee ee hee. Ce 21.00 
‘Cigarette 27 m/m. 4,000 m., 
OGRE Wet rte ease esos. 15.00 
‘Cigarette 29 m/m. 6,000 m., 3 
Ne eee es ee 28.00 
Cigarette 29 m/m. 4.000 m., 
IbObpIn ere. wee ok occ 14.00 
M.G. Ribbed Kraft 48 lbs., 
35° 475 TEAM os .e. 8. 28.50 
M.G. Ribbed Kraft 38 lbs., 
et) Los TOON wae ex 20.00 
M.G. China Cap 17.5 lbs., 
5 5275173 it eee eR eee 10.30 
Newsprint (Rolls) 52 gr., 
33 lg Thee | ey aerate eee Bs 3/45) 
Newsprint (Reams) 48 ‘bs. 
UIT Eee Re on ata 20.00 
Newsprint (Ream) 38 lbs., 
STagghi nce ings eee 19.00 
oodfree printing paper 
Dios ADSSCI sso ace. oO -73 
85/90: lhs..clbs) cans. 6s > 83 
Metals: 
Mild steel round Bars 
20 x 40 ft. %4”, picul ... 47.00 
3/16” to %” cif., picul 41.00 


Me FOr Met, . LOM eis <4 £ 36. 


Mild steel square. bars 

20-22 ft. %” cif. picul HK$ 47.00 
Mild steel flat bars %4”, 

PICU re pe eee ce en 49.00 
‘Brass rods %”, picul .... 170.00 
‘Zinc Sheet: Gauge No. 4, 

Wel) See ers 148.00 
Zinc Sheet: Gauge No. 5, 

Ree: iether. Ss, 140.00 
Galvanized mild steel sheets 

(thin) 3 x 6 ft., sheet .. 9.10 
Galvanized mild steel sheets 

(thin) 3 x 7 ft. sheet .. 10.80 
Vegetable Oil & China Produce: 
Cassia Oil 85% (incl. drum, 

with export licence) picul 1,000.00 
Coconut Oil (Singapore), 

ICME. icant Rete Hes. re 115.00 
‘Rape-seed oil, (with export 

licence), picul .... .... #.= 124.00 
Tea oil; 4 F.E.A., picul .. 135.00 
Wood Oil Concentrated, 

(with export licence), 

[OPE el Ope: Rian Ae 121.00 
Gallnuts, Kwangsi, picul . 76.00 
Cassia oil, 85%, (with 

export licence), picul .. 1,100.00 

’ Cassia Lignea, picul ..... 72.00 
Ramie, green, picul ...... 168.00 
‘Rubber Sheets: 

G. 1. “A”, picul 111.00 
R39 SAL, 5 97.00 
G. 3. “A”, a 92.00 
Flour: : 
50 1b. bag (with export 

Hermit); DAL WS: saws oas 2 17.20 
Rice: 7 
SUC ir OS PRs Sas soe 65/58 
Eggs: : 

Chicken, Canton 1st quality 

POIATOCO tote oh cies ogeccs ors 8 14.50 
Duck, .Cheung Sha ist 

quality, hundred ...... 12.50 


Preserved,. Shanghai 
FHS) HALE. PAVE Is cele Me ois 
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Economic Reports from Siam 


Exchange and Finance 


The formal acceptance of Siam as a 
member in the World Bank, which was 
announced last October, appeared to be 
of only slight interest in Siamese busi- 
ness circles, many considering it as only 
a first step toward a Government loan. 
Hopes for a fluid loan were somewhat 
dampened, however, by the report that 
perhaps the Bank would not consider a 
cash loan at this time, favouring instead 
the extension of credit to Siam to pur- 
chase material and equipment for con- 
struction of projects which would be 


self-liquidating in a relatively short pe- 
riod of time, not exceeding 10 to 15 years 
at most. 

There is as yet no indication that 
Siam would take immediately action to- 
ward fixing a single rate of exchange for 
all currencies. It appears unlikely that 
such.action would be taken until formal 
application for a loan might be made. 
It ig feared in some business and Gov- 
ernment circles that the fixing of a sin- 
gle rate of exchange might cause the de- 
velopment of a black market in curren- 
cies, and that exchange would be lost on 
the export of rice, rubber, and tin. 


BRITAIN’S TRADE WITH CHINA 
AND HONGKONG 

China’s imports from. Britain show 
a heavy decréase in value in January 
as compared with last year in all com- 
modities except chemicals. The figures 
for chemical imports to China for 
January, 1947, 1948 and 1949 in pounds 
sterling are 289,187, 69,379, 130,208. 
China’s exports in January to Britain 
have declined in value compared with 
last January in the case of the most 
important exports, raw silk, oil seeds 
and nuts and ~—miscellaneous raw 
materials. There has however been an 
increase in the exports of dairy pro- 
duce as compared with last January. 

Hongkong imports from Britain dur- 
ing January 1949, show a general in- 
crease over figures for the same month 
last year. Out of some 20 items listed 
there has been a drop in value com- 
pared with last January’s figures in 
four alone. They are beverages, mis- 
cellaneous goods, tobacco and apparel. 
The most striking increases are in 


machinery, non-ferrous metals, iron 
and steel and electrical goods. As re- 
gards the value of exports to Britain 
EPEC EE IE ERIS ORES, ARSE EE IED 
Sugar: 
Canton (refined), picul ... 55.50 
Taiwan: 
No. 21 refined, picul 53.59 
No. 24 a “A oe 56.00 
Cement: 
Indochina 1 cwt bag, bag 5.90 
Japan 100 lbs. e 5.50 
Belgium  1-cwt, > 6.50 
Formosa a 3 6.00 
U.S. A. 94 lbs., a; 18.80 
Ores: 
Wolfram: 65% base, 
RIOU: tale etre eich eis 340.00 
Tin ingot 
97%  Kwangsi, with 
export licence, picul 500.00 
48.5% Yunnan, with 
export licence, picul 490.00 
99.75% Singapore with 
export licence, picul 565.00 
97% Pat Po, without 
export licence, picul 475.00 
Provisions: 
Barley, raw, picul .... 80.00 
Dates, red, Beuet>' eae 185/125 
Raisins, dry : 102/85 
Mushrooms, - 2,150/290 
Sesamum seed: 
white - 100.00 
= ld Ahn 5 71.00 
eserv ger: 
Highest, case .......... 120.00 
Lowest, A eur uae 42.00 


from Hongkong during January seeds 
and nuts for oil and miscellaneous raw 
material show a decrease compared 
with the same month last year. On 
the other hand, footwear and chemicals 
show an increase over last January’s 
figures. 


EXPORTS FROM SHANGHAI 
Exports from Shanghai during the 
four weeks in January amounted to 
US$ 12,068,792, including commodities 
under Government control or aid total- 
ling US$4,984,920. 


January 

| 3h: or NS et IS ar US$2,417,507 
 ieeccals (Spake enemies a 2,425,233 
1 Sees Sep Yaa a eee SO 2,893,702 
po Yee etar {pera aiee BARA TE TSR 4,332,349 


Government exports consisted mainly 
of cotton piece goods and cotton yarn; 
the former valued US$3,544,118 and the 
latter, US$1,298,099. The export of 
frozen eggs came to US$122,812 while 
mineral products valued US$19,880. 
There were no exports of sugar dur- 
ing the month. 

Total exports during January 1948 
were US$9,000,000. 

Exports from Shanghai during the 
week ending February 12 amounted to 
US$1,974,662, including commodities 
under Government control or aid total- 
jing US$1,251,803. 


Bristlesi®. crs cere eo srk ck US$ 74,772 
Furs 62 Skinsy 2s: c207 ces 73,321 
Other Vegetable Oils ..... 159,311 
Teas then (GSR AES Nee 112,990 
Strawthatsmiererit ates 22,415 
Hog: Casingstanct: cnn sine. 19,425 
Besthers wl-i6-« Wii dear ee 400 
Metals & Metallic Products 34,866 
Woolen & Silk Yarns .... 6,939 
Fresh & Preserved Eggs .. 27,988 
Cotton Manufactures .... 32,124 
Wool & Woollen Products 13,425 
Silk Manufactures ....... 23,810 
Vegetable & Vegetable Pro- 

GUEST. Bu nn eet ee 26,940 
Sundriess . save essen. 94,127 

General Exports Total US$722,859 
BOVE SOGRS5 ihc ons spose « US$ 116,351 
Cotton Piece Goods .... 651,292 
Cotton: Yer ice ie ess 484,160 


Government controlled 


exports Total US$1,251,803 


There were no exports of woodoil, 
mineral products and sugar. 

Exports showed an increase of US$ 
640,000 over previous week. 
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Although deterioration conditions in 
China affect both the politica] and econo- 
mic situation in Siam there was last 
year only a slight temporary deprecia- 
tion of the baht in relation to HiK$ and 
US$. Commmercial circles, however, 
saw the possibility of a large influx of 
European nations into Siam, thus streng- 
thening the market for consumer goods 
and luxury items. Effective December 
17, 1948, an import licensing system 
was reinstituted, covering imports of a 
wide variety of luxury foods, cosmetics, 
toys, automobiles, and motorcycles. This 
caused renewed interest in impo.'ting, 
particularly from the United States, al- 
though there has been some evidence of 
resistance of Siamese importers to ris- 
ing prices in the United States and to 
the slowness of manufacturers in filling 
Siamese orders. 

Considerable interest was manifested 
in reports to the effect that an American 
bank would soon be established in Siam. 
Such a bank, it was believed, would have 
strong support from importers and ex- 
porters. A recent action of the Council 
of Ministers, however, limits to one the 
number of banks which henceforth may 


be established in Siam but does not 
affect those already in existence. The 
British and Chinese each have three 


banks of long standing in Siam. 

A new loca] bank, with capitalization 
of 20,000,000 baht, was expected to open. 
A regulation had recently been issued 
by the Council of Ministers, whereby 
no Siamese bank could be established in 
Siam with less than 10,000,000 baht 
capital. 


Foreign Trade 


On the whole,.Siam’s export trade con- 
tinued at high levels during October. 
Besides 58,000 metric tons of' rice, Siam 
exported 7,701 tons of rubber, nearly 
4,000 of which went to the United States, 
slightly more than 1,000 tons to the U.K. 
and about 2,500 tons to Malaya. Tin 
shipments declined. Secondary exports, 
valued slightly in excess of HK$ 114 
million compared with HK$ 3 m. in Sep- 
tember. 

With the advent of the dry and cool 
season, rice authorities estimated that 
80,000 tons of rice per month could b- 
exported from November to February, 
inclusive. However, internal transport 
was becoming acute, particularly in the 
northern section of Siam where the 
feeder transportation system to the rail- 
ways was threatened. As reswlt of the 
shortage of tin plate, petroleum products 
were shipped in jerry cans to the rice- 
growing and teawood areas, and with 
shirping space at qa premium for trans- 
nort of rice and other commodities. 
large backlog of jerry cans vp-countrv 
was developing with a resulting short- 
age at packaging centers. 


Trade Mission 


The appointment of a trade mission 
for Great Britain and the United States 
to explore the possibility of obtainine 
steel for the repair of railway bridges 
and other railway equipment indicates - 
growing interest in the rehabilitation o‘ 


Siam’s transportation system. The 
largest single construction job in con- 
nection with bridge repair is the Rama 
VI bridge in Bangkok, which was bomb- 
ed out of commiss.on during the war and 
still disrupt traffic moving to and from 
the southern part of the country. Be- 
sides this bridge, major structures at 
Bandara and Surat and about 34 secon- 
dary one-strand bridges must be replac- 
ed or repaired along more permanent 
lines. 7,000 tons of structural steel 
would be required to put these bridges 
in first-class condition. 

The trade mission would also seek. the 
immediate delivery of railway rolling 
stock, as well as such parts as springs, 
wheels, and axles for repairs to equip- 
ment on hand. It would investigate the 
possibility of purchasing a number o 
wheel, capstan, and bench lathes for the 
railway workshops in Bangkok, - still 
largely in disrepair because of wartime 
bombing. In all, it was estimated that 
the Siamese Government would spend 
some 40,000,000 baht in the U.K. and 
the United States for steel, railway 
equipment, and machine tools. The 
trade mission, after leaving Great Bri- 
tain, would go to Switzerland to in- 
spect five Diesel locomotives construct- 
ed during and after the war against 
orders placed prior to the outbreak of 
hostilities in the Pacific. 

Interest is great as to the reopening 
of trade with Japan under terms of a2 
treaty between the Siamese Govern- 
ment and SCAP, whereby railway roll- 
ing stock might be procured. It was 
estimated that the Siamese Government 
would spend in Japan approximately 
83,000,000 baht for the purchase of 50 
locomotives, 120 passenger coaches, 
and 500 freight cars of various types, 
besides a wide variety of other items, 


March 2 


sometime after the treaty would be 
finalized and the goods contracted for. 
Agricultural Production 

Reports that Siam’s rice crop would 
be near-record had a salutary effect. 
on the Siamese economy, adding im- 
petus to business activity. Weather 
conditions throughout the crop year 
(since March 1) have been excellent, 
and it has been estimated in some 
quarters that the 23,800,000 rai (1 rai 
=about 2% acres) under cultivation 
would yield about 3,575,000 metric 
tons of rice, some 1,250.000 tons of 
which would be available for export. 


‘Oth@r sources, however, were inclin-- 


ed to consider this estimate somewhat 
optimistic, pointing out. that Siam’s 
increasing demands at home may not. 
permit annual export of more than. 
1,000,000 tons within the next decade, 
unless yield per acre could be con— 


siderably increased. Exports during 
October amounted to 58,000  tons,. 
bringing the yearly total to 663,000 


tons, and shipments during November 
and December 1948 and January and 
February 1949 were expected to be 
considerably higher. 

Reports that the FAO would estab- 
lish an office in Bangkok to be headed 
by a rice expert created a good reac- 
tion in Government and business cir- 
cles. The FAO report on Siam. released. 
during October, was well received,. 
and indications were that farmers 
would be cooperative enough to ex- 
pand acreage under cultivation to the 
physical limit in the coming season. 

Some adverse effects on the rice 
situation derived from reports of graft 
in certain Government circles and of 
smuggling. Rice continued to reach 
Bangkok, however, in sufficient quan- 
tities to employ all available shipping. 


Reports from Indonesia 


Benelux and Indonesia 


The Benelux countries have studied 
the probem of pacification of Indone- 
sia with a view to speeding up the 
flow of production and exports. All 
overseas territories of the Nether- 
lands and Belgium are expected to 
pool their resources for the purpose 
of rehabilitation of their economies 
and the advance in living conditions. 
Colonial areas are progressing on the 
yoad towards greater amenities of life 
with the exception ‘of some parts of 
Indonesia where unrest continues and 
therefore the work of rehabilitation is 
hampered. At recent Benelux con- 
ferences the pacification of Indonesia 
has formed a major subject of dis- 
cussion, as in Indonesia are particular 
difficulties encountered on the road 
towards the realisation of a viable 
economy in the Benelux countries. 
Before the war the Netherlands East 
Indies was of particular importance to 
the Netherlands economy. At present 
Indonesia is a burden to the Nether- 
lands, since this country has to make 
great sacrifices with a view to the 
pacification of those territories and 


at the same time she has to make 
every effort in the field of investment. 
for their reconstruction. The Nether— 
lands East Indies before the war pro- 
vided a considerable source of dollars, 
as a result of the triangular trade in 
which she participated as a supplier 
of raw materias, including rubber. 
copra, tin and petroleum. The res- 
toration of order and of a real econo— 
mic collaboration between the Nether- 
lands and the future United States of 
Indonesia, form an essential condition. 
for the achievement of equilibrium in 
the national economy in the years 1952— 
1953 for the Netherlands and her 
Overseas territories taken as a whole, 
as well as for each separate part. 


Copra 


Total exports of copra from In- 
donesia amounted to 14,990 tons im 
October. The largest buyer was the 
Netherlands with 9,160 tons, followed 
by Belgium with 2,030 tons, France 
with 1,970 tons, Switzerland with 1,020 
and the United States with 810 tons. 
Purchases in October totalled 30,343 
tons. In Western Borneo purchases 
were 7,048 tons, this being a record 
figure for this area. Total supplies by 


1949 


the Copra Fund to 
amounted to 8,000 tons. 

The Copra Fund for Eastern In- 
donesia in November purchased in 
this area 27,650 tons. Highest month- 
ly total attained in 1948 was 24,445 
Tons in August. 

Copra exports from Indonesia . in 
1948 will be about 240,000 tons, having 
a f.o.b, value of about F's. 155,000,000, 
compared with a volume of 152,000 
tons and a value of Fils. 85,000,000 
in 1947, 

Within the framework of E.R.P a 
large consignment of copra of 13 to 
14,000 tons has been bought in In- 
donesia on behalf of the French and 
British zones of Germany. The motor- 
vessel ‘Java’ will be the first to trans- 
port part of this lot from Indonesia 
to Germany. The cargo will be ship- 
ped direct to Bremen. 


oil factories 


September. Trade 


The value of Indonesian exports in 
September 1948 was 119,986,000 
guilders (weight 567,558 tons), against 
‘97,202,000 guilders (482,576 tons) in 
August 1948. Imports in September 
were worth 102,800,000 guilders, com- 
‘paring with 61,600,000 guilders in 
August. The excess of exports over 
imports was more than 35.6 million 
guilders in August and 17 millions in 
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September. September exports from In- 
donesia reached a post-war record. In 
July 1948 imports had a value of $2.8 
million guilders and exports of 95 mil- 
lions, so that the export surplus in 
that month had been 12.2 million 
guilders. The import surplus over the 
first nine months of 1948 amounts to 
31 million guilders. Imports over the 
whole of 1947 were 410,684,000 
guilders in excess of exports and for 
1946 this excess figure was over 23 
million guilders. 


Production Increases 


Production figures for Sumatra’s 
East Coast during August and Septem- 
ber 1943 were:— 


August September 
Rubber 

5,426 tons 6,296 tons 
Palm oil 

5,741 tons 7,227 tons 
Palm kernels 

1,519 tons 1,733 tons 
Tea 


209,433 half kilo. 260,402 half kilo. 
Fibre 
343 tons 331 tons 
The total Indonesian rubber produc- 
tion during last year is now estimated 
at 425,000 tons. In 1947 exports aggre- 
gated 285,000 tons and in 1941 636,000 
tons. 


Mineral Production in Indonesia 


Petroleum 


Rehabilitation of the Netherlands 
Indies petroleum industry progressed 
steadily in 1947. Improvement was most 
marked in the final quarter, when the 
wells which had been recovered in the 
July military advance came into. produc- 
tion, and both of the large refineries in 
the Palembang district of Sumatra were 
again in operation. The reported total 
output of crude petroleum amounted to 
1,122,046 metric tons, which compares 
with a total output of 7,938 993 tons in 
1940. The distribution of the recorded 
output in 1947 was as follows: Sumatra, 
504,950 metric tons; Borneo, 566,538 
‘metric tons; and Java, 50,558 metric 
tons. No production was reported from 
either Ceram or New Guinea. Produc- 
tion in territory controlled by the Re- 
public of Indonesia in Java and Sumatra 
is believed to have been negligible. 


Of the seven refineries in the Indies, 
four were in operation by the close of 
1947. Of the two large refineries in the 
Palembang district of Sumatra, the one 
at Pladjoe started production in Febru- 
ary, and one at Soengai Gerong 
in October. A temporary refinery at 
Balikpapan, East Borneo, eventually to 
be replaced by a2 much larger _ instal- 
lation, began operation in July 1946, 
while the small refinery at Wonokroma 
in East Java resumed production in 


September of that year. Until the pro- 
duction of crude in southern Sumatra 
and eastern Borneo was_ substantially 
increased during the final qquarter of 
the year, the Pladjoe and Balikpapan 
refineries processed chiefly imported 
crude. A total of 613,357 tons of crude 
oil was imported into the Netherlands 
Indies in 1947. 


Distribution, by products, of petroleumt 
refineries in the Netherlands Indies in 
1947: Gasoline, 358,675 metric tons; 
Diesel and fuel oil, 966,539 metric tons; 
kerosene, 207,134 metric tons: paraffine, 
11 metric tons; and asphalt, 10,957 
metric tons. The total distribution was 
1,543,316 metric tons. 


Exovorts of petroleum products in 1947 
totalled 768,067 metric tons, with the 
bulk of the shipments going to Singa- 
pore. The types of products exported, 
measured in metric tons, were as fol- 
lows: Kerosene, 99,573; gasoline, 121,- 
686; motor oil, 170,692; fuel oil, 376,083; 
and other kinds, 33. 


Imports of petroleum products in 1947 
consisted principally of gasoline, asphalt, 
and lubricating oils, 


Pre-war exploration in New Guinea 
culminated in the drilling of a number 
of oil wells in the Vogelkop region, which 
were almost ready for commercial pro- 
duction when the war broke out. The 
base of operations before the war was 
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located on the small island of Morotai, 
but the base is now in the process of 
being moved to the mainland near So- 
rong. About 6,000 men were engaged 
in 1947 in clearing ground, building 
roads, and constructing docking facilities 
in preparation for the erection of ex- 
tensive production and storage installa- 
tions. Several years will now be re- 
quired to complete drilling and building 
operations. 


Tin 


Tin production which is concentrated 
on the islands of Banka, Billiton, and 
Sinkep, fell short of expectations in 1947. 
This was ascribed mainly to the delayed 
arrival of new dredges to replace those 
damaged during the war. A 3-month 
strike at the Billiton mines also retarded 
production on that island. Output in 
1947 amounted to 16,170 metric tons, in 
terms of tin content, an increase com- 
pared with 6,577 tons in 1946. In 1940 
the output, in tin content, was 45,436 
tons. The number of persons employed 
at the tin mines at the close of the year 
was approximately the same as in 1940, 
or about 25,000. Wages, however, which 
were paid in both cash and inducement 
goods, rangedi from three to four times 
the pre-war level. Recorded exports.of 
tin in 1947 amounted to 16,545 tons (tin 
content). Exports to the Netherlands 
9,412 tons, with the remainder, or 7,133 
tons, with the remainder, or 7,133 tons, 
going to the United States. No tin ore 
was smelted in the area during 1947. . 


Other Minerals 


Bauxite—After the arrival of new 
equipment drawn principally from the 
United States, bauxite production was 
resumed in October 1947. Production is 
overhead carriers, and mechanical equip- 
ment for loading vessels being used— 
highly mechanized—mechanical shovels, 
so that only a relatively small labour 
force is employed. An output of 250,000 
to 300,000 tons is anticipated in 1948. A 
rotary kiln is to be installed to dry the 
bauxite, which contains from 10 to 11 
percent moisture as it comes from the 
pits. This kiln was ready for operation 
in July 1948, making it possible to ship 
about a third of the year’s output dry. 
In aceordance with current contracts, 
the bulk of the 1948 production will be 
exported to the United States and about 
30,000 tons willbe supplied to the alum- 
inum works in Taiwan. The anticipated 
output of 250,000 to 300,000 tons in 1948 
compares with the pre-war production 
of 230,000 tons in 1939 and 275,000 tons 
in 1940. 


91,188 metric tons of bauxite were 
exported from the Netherlands Indies in 
1947. Shipments to the United States 
83,249 tons, the remainder to the 
aluminum plant in Taiwan. The bulk of 
these shipments consisted of stocks found 
in Bintan after Japan’s capitulation. 
These stocks originally amounted to 
110,000 tons, of which 11,600 tons were 
exported in 1946. The amount on hand 
at the end of 1947 was about 3,500 tons. 
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Coal.—Coal production amounted to 
287,722 metric tons in 1947, which was 
equivalent to 14 percent of the 
production of 2,009,422 tons in 1940. 
‘The 1947 figure, however, does not in- 
clude the Ombilin Mines in Sumatra, 
which are located in territory controlled 
by the Republic of Indonesia. Of the 
total] of 2,009,422 tons mined in 1940, 
1,425,451 tons were produced in Sumatra 
and 583,971 tons in Borneo. At the 
Boekit Asem mine in the Palembang 
district of southern Sumatra, the archi- 
pelago’s most important coal mine, pro- 
duction proceeded on a small scale until 
the area was reoccupied by the Dutch 
early in August 1947. Thereafter, pro- 
duction was stepped up insofar as in- 
adequate rail transport and shortage of 
dynamite would permit. Since the mines 
have no storage facilities, the coal is 
loaded directly into railway wagons to 
be transported to the port of Kertapati 
for storage and shipment. Output is 
limited to the quantity which can be 
transported, at present slightly more 
than 1,000 tons a day. In December 
1947 production attained 23,500 tons, 
about a third of the pre-war rate. Until 
new railway equipment can be imported 
no great improvement is anticipated. 


The East Borneo mines are located on 
a river above Samarindg and can be 
reached 


by oceangoing vessels. 
Their output, which was 71,000 
tons in 1947, can be restored 


to the pre-war level of about 160,000 
tons in 1948. Moderate increases are 
likewise expected at a number of other 
mines. Although the Indies was a coal 
exporting country before the war, the 
locally produced bituminous coal ig not 
adequate for all purposes, so that higher 
grade coal was imported to a limited 
extent. In 1947 consumption of high- 
grade coal was restricted to a minimum 
to economize foreign exchange. Imports 
amounted to about 37,000 tons, and were 
drawn principally from the United 
States, the Netherlands, and Singapore. 


Salt—-Salt is recovered from the 
evaporation of seg water. Production 
is centered in Madura where the pans 
are operated as a Government enterprise. 
Salt is likewise recovered by the natives 
in southern Celebes, but on a smaller 
scale. Total production was 431,000 
tons in 1944, 80,000 tons in 1946, and 
12,000 tons in 1947. Before the war 
salt production sufficed for the needs of 
the archipelago and provided a small 
export surplus which went principally 
to Japan. When the war broke out, 
production was being expanded with a 
view to increased exports. Production 
in Madura declined sharply during and 
after the war with the result that a 
shortage developed and salt had to be 
imported in 1946 and 1947. In 1947, 
weather conditions reduced the output in 
Celebes, while produetion in Madura was 
brought almost to a standstil] by famine 
and _ political upheavals. When the 
Dutch reoccupied Madura late in 1947, 
they found, that some of the pumping 
and briquetting installations had been 
damaged by fires and explosions. 
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Nickel.—No nickel] has been mined 
since the war. Before the war up to 
55,000 metric tons a year wers produced 
in the southeastern spur of the island of 
Celebes, and shipped to Germany and 
Japan. 


Manganese.—Although the manganese 
deposits in central Java were recovered 
by the Dutch in July 1947, production 
was not resumed during the year. 
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INDONESIAN MOTION-PICTURE ,, 
THEATERS 


Operators of 35-mm. motion-picture 
theaters in Indonesia are rehabilitating 
their equipment and opening theaters as 
rapidly as the tight foreign-exchange 
situation permits. Unofficial] statistics 
indicate that since the first of 1948, 56 
more theaters have opened, making a 
totals of 200 theaters now in operation 
compared with 350 before the war. 

Importation of badly needed new 
equipment is controlled by the Depart- 
ment of Economic Affairs in Batavia. 
Applicants for apparatus must apply 
first to that Department for an import 
permit and then to the monetary ex- 
change control office for the necessary 
exchange to purchase the equipment. 
In view of the large demand and small 
supply, the Department of Economic 
Affairs has set up a quota system for 
imports, using as a guide in determining 
each importer’s share the extent of his 
prewar business. Under this pattern, 
the agency of a United States theater 
equipment manufacturer gets 35 percent 
of the exchange available for imports 
of this type. Of that 85 percent, 10 
percent must be spent on replacement 
parts. The agent of a Dutch manu- 
facturer (Philips) gets 25 percent of 
the total, a British manufacturer 20 per- 
cent, and another United States man- 
ufacturer the remaining 20 percent 

The following projectors with accom- 
panying sound equipment have _ been 
brought into Indonesia in 1948: 42 from 
the United States, 20 from the Nether- 
jands, and 9 from the United Kingdom. 
Some of this new equipment has been 
used to replace outmoded and worn ma- 
chines in theaters already operating and 
some has been used to reopen theaters. 
In addition to the 20 Dutch machines 
already received, 7 are on the way. 

The carbon-are-lamp supply is par- 
ticularly unsatisfactory. Importers of 
United States carbon arcs claim that 
they could do a good business jin a free, 
competitive market, but because the 
United States product is considerably 
more expensive than a French arc they 
are not granted dollar exchange for the 
payment, 

There is demand for 35-mm. portable 
equipment which can be used in the in- 
terior both for commercia] and private 
showings. A dealer quoted as an ex- 
ample an inquiry from aq plantation 
which wanted motion-picture equipment 
for entertainment of plantation labour. 
Such entertainment programs help to 
keep Jabour on the estate. 
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Trade & Industrial 
Reports from Japan 


(By our own Correspondent) 


It was announced some weeks ago 
that negotiations between Japan, SCAP 
and the British Commonwealth for 
the signing of a commercial treaty was 
about to commence. This has, how- 
ever, been postponed for the moment. 
but a date is expected to be fixed very 
shortly. The value of the trade in- 
volved is said to approach the US$30 
mark a year. Details are, 
however, not forthcoming but it is 
assumed that cotton will figure largely 
in the discussions, in fact it is sug- 
gested that this commodity wiil be the 
principal item on the agenda. At all 
events the importance of its place in 
the proposed agreement can be gauged 
by the fact that preliminary talks in 
this connection have recently been 
held in Washington between the USA 
and Britain. Competition threatens to 
become keen and the advantage ap- 
pears to be rather on the side of Japan 
with cheap raw materials from the 
U.S.A. combined with low labour 
costs. 


Another conference is being arranged 
to take place between Egypt and 
Japan. Details are not yet known but 
it is thought that again raw cotton 
will be one of the chief items on the- 
agenda. 


The Department of Commerce & In- 
dustry has recently published a report 
of Japan’s trade for December giving: 
figures of the principal commodities. 


The position as regards production: 
during the month was good. In fact 
the volume reached the same high 
level already recorded for November 
which was the highest yet attained 
since the termination of the war. : 


Imports of raw materials and coat 
during the month increased. These, 
combined with the largest supply of 
electricity since the war, were further 
h-lp to production generally. Imports 
of petroleum, iron ore, salt for indus- 
trial purposes and coal were parti- 
cularly vigorous. These imports bene- 
fitted chemicals, iron and steel indus- 
tries while the unusually warm, snow= 
less winter, was responsible for the 
good supply of electricity which, in its 
turn, aided production. 


The total electrical power for the 
month under review was 289,000,000 
KW/H which equalled the normal 
level of May and June—the two 
months of the year in which it is an- 
ticipated that the highest point should 
be reached. 


Of the 136 different types of mer- 
chandise studied. some 47 only were 
forced to reduce their output by about 
5% as compared with November, 
while the remaining 89 not only main- 
tained their production level but, in 
most cases, exceeded the previous 
months’ figures. 
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Regulations and Procedures for Trade with Japan 


On August 15, 1947, Japan was open- 
ed to limited private trade in accord- 
ance with regulations of SCAP. A year 
later regulations concerning private 
trade were liberalized, but because of 
continuing difficulties in Japan’s post- 
war economy trade is still on a limited 
basis. Procedures are subject to re- 
vision. 


Business Travel to Japan 


Businessmen, either foreign traders 
or those who owned property in Japan 
before the war, interested to go to 
Japan or in sending representatives can 
freely enter after obtaining entry per- 
mits which are issued by the occupa- 
tion authorities. Under present regula- 
tions, businessmen approved by SCAP 


obtain entry permits valid initially for 
visits of 60 days. In addition, they will 
be permitted after arrival in Japan to 
apply for permission to remain inde- 
finitely, to secure entry permits for 
members of their families, and to estab- 
lish more or less permanent residences 
in Japan. Housing accommodations, 
however, are extremely limited and few 
traders can be granted semi-permanent 
residence status. The number of busi- 
nessmen permitted to enter Japan at 
any one time is limited by the accom- 
modations available. Entry permits 
properly supported by sponsoring gov- 
ernments are considered and acted 
upon in the order of their receipt by 
SCAP. The Dept. S.T. & I. is the pro- 
per authority in Hongkong. 
Commercial entrants, during their 


The following table shows the production during the month of Decem- 
ber as compared with that of November. 


Commodity Unit 
(S2er te ee 1,000 ton 
ETC ee ar ae Kl 
Electric power ..... 1,000,000 KW/E 
Common steel ...... 1,000 ton 
Electro copper ...... ton 
Electric wire ....... ton 
Machinery ......... ton 
Weaving machines .. unit 
Spinning machines . . unit 
Sewing machines .. unit 
Body of automobile unit 
Caustic “sodas i ss ton 
Sulphuric acid ..... 1,000 ton 
ves ee see coe ton 
Cement wrest ees. kee 1,000 ton 
Plate glass ......... 1,000 pack 
Paper for general use 1,000 lb 
Cotton Yarns « svewieus 1,000 lb 
Cotton. fabric. .4.6.3% 1,000 sq. yd. 
UOT Miss cans Vincnsapoup.cd 1,000 sq. yd. 
Staple fibre ........ 1,000 sq. yd. 
Woolen fabric ..... 1,000 sq. yd. 
RTS PALIN cos bn ius, ons 1,000 sq. yd. 

Those industries which slowed up 


were connected with the textile indus. 
try because of short imports of cotton 
and wool. A further movement to- 
wards simplifying trade is the effort 
now being made to gain permission 
to do away with the regulations hither- 
te enforced that all exports from 
Japan should be made f.o.b. This is 
inconvenient and a committee which 
has been formed to push the question, 
is asking that exports should be per- 
mitted c.i.f. 


The question of raw materials for 
Japanese factories is one that con- 
tinually faces the Japanese manufac- 
turer. For instance the Yawata steel 
works, one of the most important, al- 
though producing nearly twice the 
amount it did a vear ago, is hampered by 
the lack of iron ore and coal imports. 
In fact the mill has not yet been in 
a position to work to its fullest extent 
but during the past year and in spite 
of the shortage of supplies, it turned 
out 305,000 tons of pig iron; 409,000 
tons of steel ingots and 300,000 tons 
of rolled steel. It is anticipated that 


Percentage compared 
with November. 


3,187 108 % 
13,405 87 % 
2,891 108 % 
123 112 % 
5,493 112 % 
5,331 79 % 
629 105 % 
7,454 112 % 
151 94 % 
19,818 110 % 
1,805 105 % 
10,389 96 % 
166 97 % 
691 109 % 
207 110 % 
215 121 % 
23,131 102 % 
22,681 95 % 
82,363 92 % 
5,382 104 % 
4.998 99 % 
2,043 92 % 
9.154 91 % 


this amount will be exceeded during 
the current year. 

Some weeks ago we mentioned a 
trade agreement hetween Japan ‘and 
Siam in which Siam would export to 
Japan rice and other foodstuffs in 
return for electrical and constructional 
equipment and cotton textiles. The 
total agreement provides for an inter- 
change of goods valued at around 
US$60,000,000. Further details will be 
forthcoming shortly. 

One of the usual pre-war com- 
plaints against Japanese manufac- 
turers was the common use of employ- 


ing foreign labels for their. com- 
modities. This practice has again 
shown ‘signs of revival. One or two 


authentic cases have been proved, one 
of which was ithe Singer Sewing 
Machine Company—a_ report of the 
sewing machine trade was given in 
our letter of last week—but complaints 
to SCAP have brought about action 
so that the counterfeiting of labels 
may be put a stop to. Should this be 
achieved a real service will be accord- 
ed to manufacturers whose patents 
have been openly tampered with. 


stay in Japan, may seek restoration of 
Properties owned in Japan before the 
war, or exercise limited power of at- 
be! for others seeking such restora- 
ion. 

Payment for hotel accommodations 
and other goods and services needed by 
foreign businessmen in Japan must be 
made either in special type payment 
certificates purchasable for dollars or 
in Japanese yen purchased at the mili- 
tary conversion rate of 270 yen equals 
US$1. Western-style hotel accommoda- 
tions cost approximately US$10 per day 
for meals, room, and service. Business- 
men who secure permission from SCAP 
to stay in Japan beyond the 60-day 
initial period of entry may be required 
to provide their own logiste support 
cutside of these hotels and independent 
of Occupation Force facilities, and to 
demonstrate that their continued stay 
in Japan will expand the volume of 
Japanese trade or otherwise promote 
the objectives of the occupation. In 
general, no more than two representa- 
tives from any single private firm, and 
no family dependents or clerical assis- 
tants will be cleared for entry when 
their entry will require the use of the 
western-style commercial hotel facilities 
that are maintained by the Japanese 
Government primarily for those going 
to Japan to engage in foreign trade. 
Taxicabs are available to foreign busi- 
nessmen in Tokyo and in most of the 
other cities which foreign traders are 
likely to visit. Commercial entrants 
are permitted to bring automobiles to 
Japan in accordance with applicable 
SCAP regulations. Gasoline stations 
have been established in Tokyo, Yoko- 
hama, Osaka, and Kobe for the use of 
commercial entrants. 

SCAP has reserved the right to can- 
cel at any time the entry permit of any 
individual who in the opinion of SCAP 
is not contributing to the achievement 
of the objectives of the occupation suf- 
ficiently to justify his continued stay or 
residence in Japan. 


Business Communications 

Under present regulations, foreign 
traders may consummate business 
transactions without travel to Japan. 
Communications may be carried on by 
regular mail or by commercial cable in- 
cluding the use of commercial code. 
Several types of communications, how- 
ever, are prohibited. Trade samples 
weighing more than 18 ounces and or- 
dinary commercial items of merchan- 
dise up to 22 pounds may be mailed to 
Japan by parcel post. Trade samples 
weighing 18 ounces or less may be 
mailed to Japan by postal union (re- 
gular) mail. 


Agents 


Businessmen may employ Japanese: 
nationals or foreign nationals resident 
in Japan as agents, subject to licensing 
by Boeki Cho (Japanese Board of 
Trade) and approval by SCAP on a 
case-by-case basis. However, Japanese 
firms are not yet permitted to appoint 
agents outside of Japan. Payment to 
agents in Japan for service rendered 
may be made in either of two ways— 
on a commission basis, the commission 
being added to the invoices rendered, 
and applied against the buyer’s letter 
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of credit; or by remitting the agreed 
amount to Boeki Cho through commer- 
-cial banking facilities. In either case 
the agent in Japan receives payment in 
yen at the military rate of 270 yen to 1 
United States dollar. In making pay- 
ments to agents, it should be clearly 
indicated that such payments are made 
on account of the agent’s services. The 
Private supplier or exporter in Japan is 
permitted by SCAP to act as an agent, 
but not as a paid agent for the buyer 
in the same transaction in which he 
serves as a supplier. 


Lists of Japanese Firms 


Because of war damages many pre- 
war Japanese firms were forced to 
liquidate their business activities. It is, 
therefore, important for traders to ob- 
‘tain up-to-date information on the sta- 
tus and current addresses of Japanese 
firms with which they dealt before the 
war, and also of new firms with which 
they may be interested in trading. A 
partial list of Japanese manufacturers 
and traders, prepared and published in 
‘1947 by Boeki Cho, is entitled Who’s 
Who of Industrial Japan. Information 
as to current credit status and general 
commercial reliability of Japanese firms 
is not available. Lists of Japanese firms 
for some types of business, however, 
may be obtained from Boeki Cho, 
Tokyo, Japan, who will also assist in 
‘locating a particular firm. 


‘Sales to Japan 


General Procedure 

Currently, all imports into Japan, 
with the exceptions noted below, are 
‘subject to licensing by Boeki Cho and 
validation by SCAP, and are generally 
limited to raw materials necessary fo 
-Japanese industry. Traders may effec 
sales to Japan in the following ways: 
(1) By contacting Japanese firms and 
engaging in preliminary negotiations. 
Final negotiations. however, including 
price, must be made with Boeki Cho, 
which will be the Japanese signatory to 
the import contract. The contract is 
subject to validation by SCAP. (2) By 
selling direct to SCAP, which occasion- 
ally makes direct purchases of certain 
‘commodities. Firms interested in such 
_ sales should contact the Foreign Trade 
‘Division, Economic and Scientific Sec- 
tion, GHQ, SCAP, providing with offers 
of sale as complete commercial informa- 
tions as_ possible, including, but not 
necessarily limited to description of 
‘commodities, quantities available, terms 
of sale, and dates of availability for 
shipment. (3) By selling to the De- 
partment of the Army, through its Pro- 
‘curement Offices of the Quartermaster 
Corps and other agencies, which make 
purchases for Japan at the requset of 
SCAP. Announcements of such _pro- 
posed purchases, confined largely to 
agricultural supplies. foods, and medi- 
cines, are made directly by the. various 
Army procurement Officers. 


Licensing Requirements 


Import licenses are required for al] 
goods shipped to Japan, except for 
types of shipments indicated below. 
Most licenses are issued by Boeki Cho 
and validated by SCAP. 


Currently there are three types of 
import licenses. SCAP Form IE 401 
is used by private Japanese firms in 
applying for the import of approved 
items, and/or samples in commercial 


quantities. Application for import 
necessary to conduct the business of 
nationals of Allied or neutral coun- 


tries, commercial entrants, and recog- 
nized societies and organizations is 
made on SCAP Form IE 402. SCAP 
Form IE 403 is for the use of Occupa- 
tion personnel, official and quasi-official 
organizations, who desire to import 
items for personal or organizational 
use at the expense of the individual or 
organization concerned. This latter 
form is submitted for approval and 
validation directly to the Foreign Trade 
Division, Economic and Scientific Sec- 
tion, SCAP. 

Import licenses will be valid for one 
year from date of issuance during 
which time the shipment must have 
been unloaded in Japan and cleared 
through customs. Wherever possible, 
values should be shown c.i.f. (Japanese 
port); otherwise, f.o.b. (foreign port) 
values should be indicated. The license 
specifies in each instance the percent- 
age of quantity and/or value tolerance 
allowed. 

The classes of goods listed below may 
be imported into Japan without an im- 
port license. 

(1) Occupation cargo, defined as: 
(a) cargo for the direct logistic support 
of occupation forces; (b) cargo pur- 
chased from Government and Relief in 
Occupied Areas (GARIOA) appropria- 
tions or other United States Govern- 
ment appropriated funds or for which 
transportation has been paid from such 
funds; and (c) cargo purchased by the 
several occupation exchange services 
and intended for sale or distribution 
through their facilities to occupation 
personnel, 

(2) Personal property, household 
articles, and professional instruments 
and tools of trade accompanying in- 
dividuals, or shipped separately within 
the terms of travel authorization, by 
government transportation and/or at 
government expense, or imported 
through Allied army and fleet postal 
facilities. 

(3) Items imported by duly accre- 
cited and recognized dipomats and 
other personnel designated by SCAP. 

(4) Bona fide samples (articles in- 
tended solely for use in taking orders 
for merchandise or for examination 
with a view to reproduction). These 
items must be labelled ‘Sample, Not 
for Sale” and rendered unfit for sale 
whenever practicable without destroy- 
ing their value as samples. 

(5) Imports by Boeki Cho. 

(6) Tobacco products, medicinal 
supplies, and edibles for personal con- 
sumption in noncommercial quantities. 

(7) Relief packages sent through 
international mail in accordance with 
United States postal regulations. 

(8) Property intended solely for the 
personal use of all authorized indivi- 
duals entering Japan. Further, com- 
mercial entrants may import, on a 
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“one-time” basis, commercial items not 
exceeding US$500 in total value which 
are necessary in the conduct of their 


business. Additional importations of 
commercial items require an import 
license, 


Furchases from Japan 
General Procedure 


Businessmen, in purchasing from 
Japan, may negotiate directly with 
Japanese firms and conclude contracts. 
The, negotiated price, however, quoted 
in terms of US$ (or other acceptable 
foreign exchange, where applicable) 
must be at or above the established 
minimum price for the particular com- 
modity. Although the importer and 
the Japanese exporter are parties tc 
the contract, the contract, including the 
agreed price, must be approved by 
Boeki Cho and validated by SCAP. 


Licensing Requirements 


All exports from Japan, with the 
exceptions noted below, are subject to 
licensing by Boeki Cho and validation 


by SCAP. Three types of export 
licenses are now in use: SCAP Form 
IE 202, IE 203, and IE 301. Form IE 


202 is used by private Japanese firms 
applying for a license to ship goods 
available for export from Japan. Form 
IE 203 is used by Boeki Cho in arrang- 
ing the export of items under contracts 
concluded on a government-to-govern- 
ment basis. Japanese firms desiring to 
export samples and items forwarded 
by international mail use Form IE 301 
which must be approved only by Boeki 
Cho. 

The following classes of goods may 
be exported from Japan without an ex- 
port license: 

(1) Items authorized for import 
into Japan without an import license, 
with the exception of relief packages, 
tobacgo products, medicinal supplies, 
and edibles. 

(2) Property intended for personal 
or household use, items intended and 
reasonably fit for bona fide gifts, ana 
samples and other items whose total 
value does not exceed US$500. Com- 
mercial items taken into Japan license- 
free on a one-time basis may be taken 
out license free. 

(3) Property of individuals: (a) 
covered by a travel authorization; (b) 
shipped out of Japan by government 
transportation; or (c) shipped out. of 
Japan at government expense. 

(4) Items for the exclusive use of 
Occupation force personnel, official and 
quasi-official organizations, taken to 
Japan on commercial carriers at the 
expense of the individual or organiza- 
‘tion concerned, and for which an im- 
port license was required. 

(5) Items exported through Allied 
army and fleet postal facilities. 


Buyer-Supplier Sale Contracts 


There are several types of buyer- 
supplier sales contracts having different 
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provisions with respect to inspection 
and guarantee currently in use. The 
choice of an appropriate form is left 
to the buyer and seller. In using the 
standard form, inspection is the res- 
ponsibility of the buyer, and the buyer 
or his agent is responsible for making 
shipping arrangements. If the buyer 
fails to make arrangements for inspec- 
tion, the seller shall have the inspec- 
tion made at his own expense. If the 
buyer or his agent fails to make ship- 
ping arrangements within the time 
specified in the contract, the seller may 
make such arrangements at the buyer’s 
expense. ‘ 


Payment and Claims 
Payment 


The procedure for payment for goods 
purchased from Japan by foreign firms 
is little changed from prewar practice. 
Payment should be made through the 
usual forms of irrevocable letter of 
credit. The method of payment for 
goods imported into Japan to usually 
prescribed in the firm acceptance cabled 
to the foreign firm. A commercial ex- 
change rate has not yet been establish- 
ed for the Japanese yen. Payment tc 
Hongkong firms is made in US$ from 
a special two-way account maintained 
by SCAP, 


Claims 


Buyers and sellers may negotiate 
directly for settlement of any claims, 
or refer them to arbitration. All set- 
tlements are subject to approval of 
Boeki Cho, which notifies the seller to 
make the appropriate payment in yen 
to his Japanese commercial bank. 
When the yen payment is made, a cor- 
responding amount of foreign exchange 
is paid to the buyer from funds in the 
SCAP Commercial Account. 


Insurance and Shipping 
Insurance 


SCAP has licensed several foreign 
companies to engage in the general in- 
surance business in Japan, and to con-~ 
duct all activities which are necessary 
and incidental to this business. These 
foreign firms have been authorized to 
contract for all classes of insurance 
with individuals,’ agencies, firms, part- 
nerships, and corporations in Japan, 
including those of Japanese nationality 
specifically authorized by SCAP to en- 
gage in commercial activities. 


Shipping 


Several steamship agencies are ser- 
vicing foreign trade with Japan. After 
obtaining: the necessary import or ex- 
port licenses, private trade representa- 
tives deal directly with the steamship 
companies concerning freight rates for 
designated commodities, selection of 
shipping, and related matters. All 
commercial shipments are required to 
have;customary prewar documentation 
with four sets of shipping documents. 
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Marks of Origin 


All Japanese goods intended for ex- 
port, except those destined to a country 
which does not require marks of origin 
On imports, must bear one of the fol- 
lowing notations: “Made in Japan” or 
“Made in Occupied Japan.” It is not 
necessary that goods shipped to Japan 
be marked with country of origin, al- 
though this is, of course, desirable. 


Tariffs 


All products entering Japan, except 
for such items as those imported for 
use of Occupation forces and relief 
parcels, are subjeot to duty in accord- 
ance with Japan’s 1947 tariff. Boeki 
Cho, however, as the importer of all 
commercial shipments pays the import 
duty. 


Imports and Exports of Japan 


A very large number of commodities 
is available for export from Japan: 
major groups of commodities are listed 
below :— 

Ceramics; Chemicals and related pro- 
ducts; Drugs and health supplies; Food 
and agricultural products; Furs; Handi- 
crafts and novelties; Heavy machinery; 
Leather and imitation leather goods; 
Light machinery and metal goods; Lum- 
ber, bamboo and building materials; 
Metals and minerals; Paper and paper 
products; Pearls; Rubber < products; 
Textiles. 

The variety of manufactures offered 
for sale is increasing every month. It 
is the policy of SCAP and the Japanese 
Government to promote exports and 
any sale abroad is encouraged. 

As far as~ Hongkong is concerned 
trade with Japan is on a barter basis— 
the amount of US$ in the Hongkong- 
Tokyo two-way account earned from 
exports to Japan and services ren- 
dered to Japan determines the quantity 
of export commodities from Japan. It 
is therefore vital for the further expan- 
sion of Hongkong-Japan trade that in- 
creasing quantities of export commod- 
ities are shipped to Japan. The demand 
for’ Japan-made commodities exceeds 
the credits earned by Hongkong in 
Tokyo; more merchants are interested 
to buy from Japan than to sell to 
Japan. 

In order to develop a much more 
active export business with Japan local 
merchants will have to increase ex- 
ports to Japan. The following list of 
COMMODITIES PROGRAMMED FOR 
IMPORT INTO JAPAN should be in 
this connection of great value. 


Import Requirements of Japan 


AGRICULTURAL SUPPLIES 


Fertilizers: Nitrogenous fertilizers, 
Potash fertilizers, Raw fertilizer mate- 
rials. Insecticides: DDT concentrate, 
Derris root, Nicotine sulphate, Other in- 
secticides and fungicides. Seeds: Com- 
mon vetch, Hairy vetch, Horse beans, 
Jute, Vegetable and flower seeds. 


CHEMICALS AND RELATED 
PRODUCTS 


Acetone, Arsenic trioxide, Casein, 
Cellulose acetate flakes, Channel black, 
Flotation reagents, Gall nuts, Lacquer, 
Milk casein and derivatives, Normal 
amyl alcohol, Pearl essence (fish scale 
foil), Potassium chloride, crude, Potas- 
sium nitrate, crude, Pyridine, Rhodium 
chloride, Salt cake (anhydrous sodium 
sulphate), Sodium acetate, Sodium 
hydrosulphite, Sodium sulfide, Synthe- 
tic organic detergent (for wool), Tartar 
emetic, Other chemicals and related 
products. 


COAL AND FUELS 


Anthracite lump coal, 
Coking coal, Petroleum 
grades and types of coal. 


DYES AND TONERS 


Acid colours, Alkali blue toners, Basic,. 
Direct, Vat colours, Other dyestuffs. 


FOOD AND FOODSTUFFS 


Cereals, Dry skim milk, Edible sea-- 
weed, Molasses, Pulses, Salt, Starches, 
Sugar, Other foodstuffs. 


FODDERS AND FEEDS 


Corn concentrates or equivalent, Soy 
bean cake or equivalent, Mixed feeds, 
Wheat bran, Other feedstuffs. 


GUMS AND RESINS 


Arabic gum, Copal gum, Dammar 
gum, Gum turpentine, Rosin, wood or 
gum, Shellac, Sticklac, Tragacanth 
gum, Other gums and resins. 


HIDES AND SKINS 


Buffalo hides, Calfskins, Cowhides, 
Kipskin, Sheepskins, tanned and 
pickled, Steerhides. 


INDUSTRIAL MACHINERY AND 

EQUIPMENT 

Harbour and navigation aids, and 
other specialized machinery, Medical. 
and hospital laboratory equipment,. 
Petroleum exploration and exploitation 
equipment, Special machinery and parts 
for industrial rehabilitation, Statistical 
and business machines. 


INTERMEDIATES 


Cresol, resin grade (and cresol deriva- 
tives, including ortho-cresol, pure), 
Dianisidine, J-Acid, Naphthalene, Ron-. 
galite, Other intermediates. 


LUMBER AND LOGS 


Incense cedar, red, Lignum vitas, 
Luaun or teak logs. 


MEDICAL SUPPLIES & EQUIPMENT 


Finished medicines, Medical raw 
materials, Narcotics. 


METALS AND METALLIC ORES 


Aluminum _ shale, Antimony ore, 
Bauxite ore, Bismuth metal, Iron ore, 
Lead, Magnesite ore, Manganese ore, 
Nickle, Palladium ore or metal, Pig- 
iron, Tin, Tungsten concentrates, Vana- 
dium ore, Other metals and. metallic 
ores. 


Calcine coke, 
coke, Other 
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MINERALS & NONMETALLIC ORES 


Asbestos, Borax ore, Ceramic colours, 
Cryolite, Emery powder, Flint balls, 
Fluorspar, Gilsonite, Graphite (amor- 
phous and crystalline), Kaolin, Lining 
stone, Magnesia clinker, Mica, Salt, 
Sodium nitrate, crude, Talc, Other non- 
metallic ores and’ minerals. 


OILS, FATS, AND WAXES 


Balsam oil, Beef tallow, Carnauba wa™, 
Ceresine wax, Chung gin oil, Clove, 
Coconut, Fennel, Lavender, Olive, Palm, 
Tung oil, Other animal and vegetable 
oils, fats and waxes. 


OILSEEDS & OTHER OIL BEARING 
MATERIALS 


Castorseed, Copra, Cotton seed, Flax- 
seed, Hemp, Perilla, Sesame, Soy beans, 
Other seeds or oil-bearing materials and 
residues, edible or inedible. 


OTHER ANIMAL PRODUCTS 


Animal glue, bone or hide, calcium 
and jelly, Bone sinews, Bristles, Cattle 
bones and horns (for buttons), Crushed 
bones, Hide fleshings, Oysters, black 
pearl, Sponges, Tegusu (fishing gut), 
Other products of animal origin. 


PETROLEUM AND PETROLEUM 
PRODUCTS 


Asphalt, Diesel oil, Gasoline, Grease, 
Kerosene, Lubricating oil, Paraffin wax, 
Other special industrial oils, greases. 


PLANTS AND PLANT PARTS 


Gellidium bearing seaweed, Ivory 
nuts, Rattan, Other materials: of plant 
origin. 


PULP AND PAPER 


Cotton linters pulp, Kraft pulp and 
paper, Rayon pulp, Sulphite pulp, Other 
pulp and paper materials. 


RUBBER 


Crude rubber, Latex, 
Other rubber -materials. 


SEMIFINISHED GOODS FOR 
INDUSTRIAL USES 


_Dumet wire. Finished steel. special, 
Silicon steel sheets, Tinplate, Tungsten 
wire. 


Scrap rubber, 


SHELLS. UNMANUFACTURED, AND 
OTHER INEDIBLE ANIMAL 
PRODUCTS 


Chinese dobu, Hirose shell, Ivory, 
Mother of pearl, Mollusk, Tamagai shell. 
Tortoise, Trochus shell, Turtle. 


TANNING MATERIALS 


Cutch, Gambier, Logwood extract, 
Mangrove bark, Quebracho extract, 
Wattle bark and extract, Other tanning 
materials. 


TEXTILE MATERIALS 


Abaca, Coir fiber and yarn, Hemp, 
Hemp waste, Jute, Hatrush, Ramie, 
Raw cotton, Raw cotton linters, Raw 
wool, Sisal fiber, Wastes (fiber, yarn, 
rags) Waste silk, Other cordage and 
fiber materials. 
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Operations and Future Outlook of British 
Overseas Airways Corporation 


Every hour of the day and night 
more than 50 giant BOAC aircraft are 
winging along 150,000 miles of routes 
stretching across the world from the 
Atlantic to the Pacific. They link Bri- 
tain and Australia, South Africa, the 
Far East, the Middle East, and 
America. 

In March 1947, BOAC established a 
service to Hong Kong, and_ eight 
months later extended that service to 
Yokohama. ° 


BOAC was founded in 1940, as a 
direct descendant of Imperial Air- 
ways, which began operations in 1924. 
Last year BOAC and its sister cor- 
porations—British European Airways 
and British South American Airways 
—carried well over 700,000 passengers. 
BOAC’s share of this total on its long- 
distance routes in 1948 was 119,343 
passengers, who flew 366,500,000 pas- 
senger miles—by far the greatest figure 
of all the British airlines. Its services 
link Britain with America, Canada 
and the Middle East in an _ over- 
night journey; with Australia four 
times a week—a four-day service in 
conjunction with Qantas Empire Air- 
ways; with South Africa six times 
weekly in four days, by flying boat, 
and a day and a half—by landplane in 
conjunction with South. African Air- 
ways. 


Almost every day. BOAC aircraft 
Teave Britain for return trips to the 
Middle East and Far East, and to 
West Africa, Pakistan and India, while 
its flying boats connect Britain twice 
weekly with Hong Kong and weekly 
with Japan, 


Linking with this network, Tasman 
Empire Airways passengers can fly by 
one from Australia to New Zealand, 
and then across the Pacific by British 
Commonwealth Pacific Airlines, and 
across Canada by Trans-Canada Air- 
lines, thus completing an all British 
route around the world in twelve and 
a half days. 


€ ® * * 


When World War II began, all Bri- 
tain’s civil flying resources were 
mobilised. Land aircraft were sent to 
France and Belgium with military 
supplies, and the flying-boats were 
(among other tasks) assigned to the 
RAF on the job of patrolling the seas. 
BOAC aircraft flew 37 million miles on 
war service, and carried 300,000 pas- 
sengers and 250,000,000 tons of cargo. 

One of the vital needs they fulfilled 
was the maintenance of Britain’s com- 
munications to the Mediterranean, the 
Middle East, East Africa, Scandinavia, 
North America and Russia. 


Then there was the opening and 
maintenance of the North Atlantic 
ferry service to Canada. In November 
1940, the first American-built bombers 


(seven Hudsons) were flown to Bri- 
tain by crews who then had to return 
to Canada for more—by air, to save 
time. For five years this two-way 
service went on, in winter as well as 
in summer, The Atlantic had never 
been flown in winter before. The 
service, once started, was operated 
at first by the RAF, but in September 
1941 was taken over by BOAC on be- 
half of RAF Transport Command for 
whotn it was operating for five years, 
Winter and summer alike, until Sep- 
tember, 1946. 


= * *x * 


Many of the articles written about 


British post-war civil aviation look 
like apologies for losing money. But 
the losses spring remorsely from 


the post-war circumstances of Britain. 
By a wartime agreement, Britain con- 
centrated solely on the production of 
combat planes, while American manu- 
facturers continued to build air tran- 
sports, as well. These transport planes, 
notably Dakotas and Skymasters. 
played an important part in the later 
stages of the war, in airborne opera- 
tions in North-West Europe, the 
Mediterranean and the Far East, as 
ell as by performing routine duties 
as troop and freight carriers. America 
finished the war several years ahead 
of Britain in the development of tran- 
sport types. Military flying had al- 
ready eliminated most of the “bugs” 
in the Constellation and Skymaster, 
and the civil versions were ready to 
go into service right away when the 
peace-time commercial air routes 
were opened up. 


Britain has had to start from 
scratch. It takes several years to per- 
fect a new aircraft type, and during 
that period BOAC had to fly converted 
military aircraft in competition with 
the newest American airliners, 
with which other operators—French, 
Belgian, Dutch and Swiss as well as 
American—had equipped themselves. 
Only on the Atlantic has BOAC had 
comparable equipment. On its other 
routes it has had to use two adapta- 
tions of the Lancaster bomber (the 
Lancastrian and the York) and 
versions of the war-time Sunderland 
flying-boat. These land-plane aircraft 
in paiticular were never intended for 
Passenger-carrying: The Lancastrian, 
for instance, was able to carry only 
six passengers to Australia against the 
38 of the Constellation. 


It is a bad thing to flying unecono- 
mic aircraft. It is desperate when 
uneconomic aircraft must be flown— 
which was beginning to happen on 
some of the routes where BOAC were 
faced with fierce competition by 
better-equipped foreign operators. 
Air travel by flying-boat is delightful: 
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the spaciousness and steadiness of 
the boats give a feeling of security 
even to passengers who have never 
flown before, and it is always more 
pleasant to land on water than on a 
hot and dusty airfield. But, although 
comfortable, the present flying-boats 
are comparatively slow and _ limited 
in range. Because BOAC is the only 
large international operator using 
‘them on any scale, it has itself to 
shoulder the sole cost of providing and 
‘maintaining bases for them all ‘along 
its routes. This factor alone involves 
a loss of between £1,500,000 and 
£2,000,000 a year. 

BOAC’s function during the war was 
Targely that of a transport auxiliary 
of the RAF. In Britain it had to de- 
centralise its organisation for reasons 
of security. To meet its war-time com- 
mitments abroad, maintenance and 
administration bases had to be deve- 
loped overseas—notably in Canada, 
South Africa and Eritrea. 

BOAC has been steadily reorganising 
since the war ended, stream-lining its 
organisation 4nd making it more com- 
pact, but no economies of this kind 
can, of themselves, enable an airline 
to balance its budget. 

The aircraft equipment probiem is 
critical. Last July the government 
authorised BOAC to buy 22 Canadair 
airliners for Empire routes. The Can- 
adair is really a Skymaster aircraft 
‘fitted with British Merlin engines: if 
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not British-built, it is at least Domin- 
ion-built (in Canada) and, as far as 
possible, is being British-equipped. 
Also due to be delivered are 25 Hand- 
ley-Page Hermes airliners—a new 
British type which gives promise of 
being a first class aircraft. The pur- 
chase for sterling of an additional 
five Constellations from the Irish Air- 
line, Aer Lingus, has already enabled 
BOAC to withdraw obsolete Hythe 
flying-boats from its Australian route, 


and put new Constellations side by 
side with those of Qantas Empire 
Airways, 


On the Springbok service to South 
Africa, the new 34-seater Solent, flying 
on a route down the Central African 
Lakes, is proving a pleasant alterna- 
tive to the faster South African Air- 
ways Skymaster service for those tra- 
vellers who prefer. a more leisurely 
voyage, with sightseeing trips at 
Luxor, Victoria Falls and other points 
of interest on the way. But the Solent 
and its smaller relative, the Plymouth, 
on the Far Eastern route, are still on 
probation, as it were. Their continuance 
depends on their capacity to eam re- 
venue. 


* * * * 

The Atlantic air route remains avia- 
tion’s “window” route, just as it is the 
crack sea route for their: foreign com- 
petitors. BOAC Trans-Atlantic services 
will be strengthened by the delivery— 
due this year—of the latest American 


60-seater Boeing Strato-cruisers, of 
which six are on order. 


Looking still further ahead, by 
about 1953 BOAC hopes to have the 
new De Havilland jet-propelled Comet 
—the swept-back wing airliner built 
to take the fullest advantage of Bri- 
tain’s lead in jet engine design. Many 
problems have yet to be solved, how- 
ever, before jet airliners can be put 
into ‘ scheduled service: one is the 
elimination of “stacking” over busy 
airports, a procedure which would use 
up fuel at a catastrophic rate in a jet 
aircraft. Incidentally, BOAC will have 
the advantage of the technical advice 
of Sir Frank Whittle, the British jet 
Pioneer, as this problem takes shape. 


In a New Year message to the staff, 
BOAC’s chairman, Sir Harold Hart- 
Tey, who is both a distinguished scien- 
tist and a shrewd business man, said: 


“Today our prospects have been 
changed entirely by the purchase of 
the Constellations now coming into 
service on the ‘Kangaroo’ route to 
Australia and by the order of Can- 
adairs and Hermes, together with the 
Strato-cruisers, This changed prospect 
has given new heart to all of us, for 
jt means that, together with the 
greater efficiency which will come 
from our re-organisation, BOAC will 
Be self-supporting on its commercial 
routes in three or four years’ time.” 
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